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THE BANKER 
A Banker’s Diary 


Mid-February—Mid-March 


Fun reference to the American banking crisis is made on 
\ later page, and here comment is confined mainly to its 
sate _ reactions upon London. Unlike the panic 
“The Mone of 1907, which occasioned heavy with- 
drawals of funds and gold shipments from 
london to New York and so necessitated a sharp advance 
in London money rates, the recent banking panic in the 
United States was accompanied by huge transfers of 
funds from New York to London, a heavy influx of gold, 
and, consequently, very cheap and abundant money in 
London. Admittedly the conditions were very different, 
for in contrast to 1g07 three months ago there was 
comparatively little American money in London—and 
vold withdrawals, except at the will of the British authori- 
ties, were out of the question. Still, one of the main 
lessons of the past three months has been the extent 
to which world faith has been reposed in sterling and 
the calm way in which the London market faced the 
crisis. In fact, the only noticeable effect of the crisis upon 
the London money market was a glut of funds which drove 
short money rates down at times to } per cent., and hot 
Treasury bill rates down from 4 ; per ‘cent. to well under 
5 per cent. Of nervousness or ‘stringe ncy there was not, 
so far as London was concerned, the : smallest sign. 


THE big efflux of funds from the United States threw a 
heavy burden upon the London exchange market, and 
had it not been for continuous purchases 
of dollars by the Exchange Equalization 
Fund, a very big rise in sterling must have 
taken place. As matters stood, sterling was allowed to 
rise from $3-32 at the New Year to $3-46 immediately 
before the New York closure, while some indication of 
the control's operations is afforded by the Bank of 
Iengland’s gold acquisitions, amounting to £40-0 millions 
between December 31 and March 8; for this gold was 
first bought by the Exchange Equalization Account in 


The Foreign 
Exchanges 
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exchange for devisen, and then re-sold to the Bank in 
exchange for sterling. When the New York banks closed 
down on March 4, all foreign exchange dealings were 
suspended in London for that day. This decision, which 
did not emanate from official quarters, but which was 
taken by the foreign exchange market itself, was based 
on the very reasonable fear that if London remained open, 
it would have to stand the full brunt of all the forces set 
in motion by the American panic, and on balance we 
endorse it. On March 6, however, it was found possible 
to resume dealings in all currencies except dollars, and 
while during that week a certain pressure from the 
Continent in favour of sterling was noticeable, it never 
attained serious dimensions, and the control was easily 
able to keep the Paris rate pegged at about Frs. 88. 
Other gold exchange rates remained very steady, while 
among the non-gold exchanges, the Scandinavian rates 
adhered very closely to their previous relationships to 
sterling. 


On March 13, most of the leading New York banks were 
allowed to reopen, and London resumed dealings in 

dollars. Initially the exchange moved in 
it nine favour of New York, ranging between 

$3:39 and $3-434, in contradistinction to 
the rate of $3-46 immediately before the closure. Such 
a movement was only natural, as in addition to the 
covering of bear positions, the normal dollar balances 
held on foreign account had been reduced to a minimum 
while the crisis was developing, and had to be replenished 
so soon as it appeared safe to do so. The future outlook 
for the dollar is naturally most uncertain, as it depends 
upon many wide questions, including that of American 
monetary and banking policy, and so a temporary rise in 
sterling to $3-46 on March 16 was not surprising. Since 
then the dollar has again improved both against London 
and the chief Continental centres. Money rates in New 
York have also eased from the high rates in force 
immediately after the reopening of the banks. It 
should be noted that exchange dealings in New York 
are now subject to certain restrictions, which closely 
follow those in force in Great Britain during the closing 
months of 1931. Thus, purchases of foreign exchange are 

B 
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limited to normal business requirements, to reasonable 
personal or travelling requirements, or for the completion 
of contracts entered into before March 6. 


THE Government have decided to offer for tender a new 
medium-term Conversion Loan bearing interest at 24 per 
cent. and redeemable at the Government’s 
The New option over the period 1944-49. Issues 
Conversion iI] be made together with the week’s issue 
of Treasury bills, and to judge from the first 
week’s offer, the Government is to fix maximum totals for 
the allotments of bills and new loan combined and for the 
allotment of new loan alone, and then to decide within 
these limits how many Treasury bills and how much of the 
new loan to allot. It will be recalled that this new issue 
follows precedents set between 1922 and 1926. Its object 
is avowedly the funding of part of the Treasury bill issue, 
which has expanded by over £200 millions during the 
past year, as a result of the repayment of the Treasury 
credits, the issue of funds to the Exchange Equalization 
Account, and the war debt payment of last December. 
With discount rates at their present abnormally low level 
it may seem strange that the Government are seeking to 
replace Treasury bills by a more costly form of financing, 
but they are obviously taking the long view and preparing 
for a time when money may not be so cheap or plentiful 
as it is to-day. At the same time it is possible to lay too 
much emphasis upon the present size of the floating debt, 
for it must be remembered that such part of it as consists 
of the sterling assets of the Exchange Equalization 
Account represents in a sense an internal Government 
transaction and does not exercise the same effect on the 
money market as the remainder of the floating debt. It 
is doubtful if the new loan will appeal to the money 
market or even to the banks, for it is too long-dated 
to be entirely suitable to their needs. 


THE February averages of the deposits of the ten clearing 
banks reflect the usual spring deflation due to the collec- 
tion of revenue and the redemption of 

February Treasury bills, offset by the influx of 


a American money; and an examination of 


Averages 


the returns shows some variance between 
the different banks. Deposits in the aggre- 
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gate have fallen from £1,982-8 to £1,956-7 millions, so 
that clearly revenue collection has been the dominating 
factor. Changes in individual bank deposits vary (for 
the “ big five’ alone) from declines of £7-5 millions for 
Lloyds Bank and {5-8 millions for Westminster Bank, to 
one of only {1-4 million for the Midland Bank. As the 
effects of tax payments should be spread fairly evenly 
over all the banks, it looks as if the influx of American 
money, has not been distributed uniformly. It is 
impossible, however, to make any definite deduction of 
this character or to suggest any cause. 


THE ten banks’ aggregate cash holdings have been 
reduced from {214-0 to {207-6 millions, this again being 
presumably a reflection of tax payments. 
The reduction in discounts from £431-2 to 
£385-5 millions is easy to understand, for 
between December 31 and March 4 the Treasury bill 
issue was reduced by £123 millions, while the average 
volume of outstanding Treasury bills for February 
was {845 millions, against {914 millions for January. 
Advances show a slight increase from {764-4 to 
£765:6 millions. This last probably reflects borrowings 
for the purpose of paying taxes rather than any improve- 
ment in trade. To offset the big drop of £45-7 millions 
in discounts, the banks have added {25-1 millions to 
their investments, a course of action which, incidentally, 
has helped to keep the gilt-edged market firm. Accept- 
ances, endorsements, etc., have risen from {91-3 to 
£96-o millions, but this may reflect increased activity in 
forward exchange dealings, which are included under this 
heading. 


Changes in 
Bank Assets 


Imports for February last were £49-1 millions, against 
£54°1 millions in January and {70-2 millions in February 
last year. The reduction since January is 

pwena in part due to the difference in the length 
aa of the months, while the heavy contraction 
since a year ago is readily explained by the 

heavy forestalling in anticipation of the tariff which 
was then taking place. Exports of British produce for 
last February were £27-9 millions, against {29-2 millions 
in January and {30-0 millions in February last year. 
B2 
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The only comment called for by these returns is that 
they show no evidence of any improvement in trade. 
Re-exports, at £4°5 millions, compare with those of 
£4:2 millions in January and £5-4 millions in February 
last year, while to these figures must be added tranship- 
ments under bond, amounting to {1-9 million in Feb- 
ruary, {2:2 millions in January, and {1-6 million in 
February, 1932. As regards our own export trade for 
the year to date, the returns reveal a continuance of the 
slight improvement in the textile trades, and a very large 
increase in exports of motor-cars. 


THE accounts of the British Linen Bank, which were 
reviewed by the chairman at the annual meeting, show 
... ,. that this Scottish institution has shared the 

EF eg se experience of other British banks. Deposits 
? and cash have risen during the past account- 
ing year, there has been a shrinkage in advances 
which has just offset any fresh acquisitions of Treasury 
bills during the year, and there has been a big increase 
in investments. In reviewing the year’s profit and 
loss account, the governor, the Earl of Home, alluded 
to the accumulation of large reserves during past years. 
The yield from these reserves, he said, formed a not 
inappreciable proportion of the profits, and was a depend- 
able source of income during times of depression like the 
present. This was a material factor not always kept in 
mind when banking profits were under review, and the 
actual remuneration derived from customers for services 
rendered by the banks was in no manner an undue charge 
upon trade and industry. 








+ 








Some Lessons of the American 
Crisis 
- [“s: American banking crisis which led to the whole- 
sale suspension of banking activity in the United 
States and the proclamation of a banking holiday 
which in effect lasted from March 4 until March 11 is 
dealt with fully in this issue by Professor Gregory and 
our New York Correspondent. The latter reviews the 
actual facts up to March 7, the day when his letter was 
despatched, while Professor Gregory discusses the under- 
lying considerations and problems. We do not here 
propose to cover the ground again, but rather to refer to 
the crisis as it affects us in Great Britain to see if there 
are any useful lessons which can be drawn from it. 

Firstly, as to the immediate part we played during 
the development of the crisis. There is no doubt that it 
was both useful and honourable, and we say without 
hesitation that the United States owes a heavy debt of 
gratitude to the British authorities for the way in which 
they kept the dollar steady. For all practical purposes, 
Great Britain temporarily returned to the gold standard, 
for when the big flight of capital from the United States 
began shortly after the New Year, the British control at 
once took up all the dollars on offer, and subsequently 
converted them into gold which was resold to the Bank 
of England. The net result was that a depreciation of 
the dollar to $3-80 or even $4:00 was prevented, and 
instead Great Britain took some £40-0 millions in gold 
from the United States. Had the control not intervened 
in this way, and had the dollar been left to depreciate, 
there is no doubt that both the impairment of confidence 
in America and the resulting flight of capital would have 
been greatly intensified. The final crisis would certainly 
have come sooner, and would probably have been much 
more severe. 

In return, we may utter one friendly reminder to the 
United States. The fact that we have imported this gold 
is a measure purely of the difficulties to which the United 
States itself was reduced, and is in no way a measure of 
our ability to continue war debt payments. The true 
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analogy is this. In December a friend came to us, and 
asked us to pay an instalment on an outstanding debt. 
We replied that circumstances had greatly changed, that 
it was no longer practicable for us to continue the instal- 
ments, but that if pressed we would meet just one 
instalment so as not to begin discussions by putting 
ourselves in the wrong. A month later the same friend 
came to us and explained that he was in a position of 
some danger, and would we mind looking after his purse 
for him. Once more we agreed, and we are still looking 
after his purse for him to-day. But it remains his purse and 
not ours, and if he has not claimed it back by next June, 
we have no right to dip into it in order to pay our debts, 
even though the debt is due to our friend himself. There- 
fore, if we still hold this gold when the next war debt 
instalment falls due in June, our proper reply is that we 
have no money of our own, and we cannot honestly pay 
an American debt out of American money. Nor in- 
cidentally can we do so in practice. So soon as confidence 
in the United States is restored, and the American capital 
now in London is repatriated, it will draw the gold with it. 

This, however, is but a minor aspect of the American 
crisis. The real lessons are totally different. Granted 
all the weaknesses in the American banking system, such 
as the small local banks, the lack of banking tradition 
and experience, the heavy speculation by bankers in 
equities, bonds, and real estate, the real cause of the crisis 
was the world trade depression and deflation of prices. 
The same cause drove us off the gold standard in 1931, 
and is still affecting us to-day. 

Now by common consent the British banks are far 
stronger than those in the United States, and they form, 
in fact, the strongest banking system in the world. Yet 
there must be ultimate limits even to the British banks’ 
powers of endurance, with all their strength and all their 
accumulated reserves. The American banks failed 
because in simple language many of their assets either 
depreciated or became worthless. The real reason why 
their customers were unable to repay their loans, why the 
mortgages they held could not be called in or realized, 
why their investments, whether in stocks or real estate, 
lost all their value, was simply that trade was depressed, 
and commodity prices down almost to nothing. It may 
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be granted that the British banks did not, and will not, 
lock up their resources in assets which are so dependent 
upon the maintenance and growth of trade prosperity, but 
in the last resort it is all a question of degree, and if 
trade and purchasing power are going to shrink to nothing, 
even the soundest banking assets will begin to lose their 
value. All said and done, even the credit of the British 
Government and the value of its securities depend upon 
the prosperity of the British nation. 

Our real attitude, therefore, both to our own crisis of 
1931 and the American crisis of 1933 should be that of 
the eminent divine, who on seeing a malefactor being 
driven in the cart to Tyburn remarked : “ There, but for 
the grace of God, go I.” And this brings to the front the 
need for a more positive policy both by the British 
Government and to a lesser degree by British bankers 
than has been in evidence up to now. Some reference 
was made to this need in the previous issue of THE 
BANKER, but it has since received powerful support 
from many quarters, and notably from Mr. Keynes. It 
is easy to criticize or detect errors in Mr. Keynes’ 
calculations, but it must be remembered that he was 
doing single-handed work which to be done properly 
needs the resources of the Civil Service. At least, he and 
the Tzmes, which published his articles, have put before 
the world a positive programme. 

So far as can be told, both the Government and the 
City of London have officially not yet departed from the 
policy of economy at all costs so urgently needed in 1931. 
Conditions, however, are vastly different to-day, for 
money is easy, the budget balanced, the trade deficit 
reduced, and confidence restored in Great Britain and 
her currency. But who is there who a year ago would 
have dared predict that in March 1933 the United States 
would have been virtually off the gold standard, and that 
when it closed down on March 4 the New York Reserve 
Bank’s gold ratio would have fallen down to or even 
below its legal minimum? And who can say what will 
be the position of the British budget, British commerce, 
and even British banking in a year’s time? We repeat 
that our whole financial system is dependent upon our 
industry and trade, and it is for this reason we support 
those who both in and out of Parliament are striving to 
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force a more progressive economic policy upon the 
Government. We admit that progress on the lines 
suggested is not without risk, but we feel to-day that a 
negative policy of safety first is the most dangerous of all. 

To-day, the banks are receiving a double warning. 
Firstly, there is the warning of their advances. Not- 
withstanding the cheapness and abundance of money, 
advances are steadily dwindling. The reason is a very 
simple one. In the present state of trade, the demand 
for accommodation is limited, because few would-be 
borrowers see a chance of making a profit over and above 
the cost of these loans. Even where an application for 
an advance is submitted, in many cases the banker does 
not feel that the proposition is one which he can entertain 
with a reasonable chance of his getting his money back 
at the appointed time. Thus the depression of trade 
discourages both lender and borrower. 

There is also the case of outstanding advances. 
Admittedly these are being liquidated much more readily 
in Great Britain than elsewhere, but even so the pressure 
to liquidate is not always good for trade. For example, 
a manufacturer is often having to sell below cost in order 
to realize some ready money with which to discharge 
outstanding indebtedness, and every time this happens 
trade and prices are given one more downward thrust. 
If the banks would agree between themselves not to call 
in loans in cases where such action involves forced sales 
of stock, and if they could also agree not to finance 
manufacturers who are simply working to stock and 
who are selling below cost in order to keep their plant in 
operation, they would be doing something to arrest the 
fall in prices and to restore a normal and reasonable basis 
of trade. 

The second warning to the banks is that of the present 
low level of money rates. This is in itself a direct con- 
sequence of the trade depression and the absence of any 
scope for legitimate enterprise, but even here the banks 
could by agreement do something to mitigate the evil. 
Thus in these days of widespread financial knowledge, of 
a flood of economic textbooks, bank reviews, financial 
notes in the provincial press and broadcast discussions 
of financial matters, is it still necessary to offer a fixed 
rate on country deposits? In the old days it was rightly 
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felt that the country customer would not understand it 
if his deposit rate varied in accordance with Bank rate, 
and so a fixed rate was the rule. To-day the situation 
is entirely different, and the British banks might well 
discuss among themselves whether it was possible to 
bring the country rate not down from 2} to about 2 per 
cent. as was done last year, but right down to the present 
London level of 4 per cent. 

Were this done, it would firstly help to drive idle 
money into profitable employment, in itself a useful 
thing. Next it might enable the banks to abandon their 
fixed minimum of I per cent. on loans to the money 
market, which again would be of assistance. Simul- 
taneously the banks might well agree to cease tendering 
directly for Treasury bills and revert to their normal 
practice of filling their needs by purchases from bill- 
brokers, and this might improve the Treasury bill rate. 
There are other obvious possibilities, but sufficient has 
been said to show that within certain limits the banks 
have it within their power to ease their own position. 

Still, all said and done, the main initiative must lie 
with the Government, and here we would warn them of 
the growing impatience of public opinion. What the 
country is looking for is the stimulation of reasonable 
investment expenditure upon enterprises, whether public 
or private, of a productive character; for a general 
financial policy which reposes rather greater faith in the 
recuperative powers of British industry than has been 
apparent hitherto; for the absence of any deflationary 
operations which might offset the rise in prices which it 
is intended shall ensue from this forward move; and for 
the freeing and rejuvenation of international trade upon 
a basis of reciprocity. Hitherto the Government has 
been slow to move and has been content to magnify the 
difficulties which lie in the way, regardless of the fact that 
it is their duty to overcome such difficulties. It is time 
that they realized that a sound financial system depends 
in the long run upon the existence of a reasonable measure 
of industrial and commercial prosperity. Let them 
remember that it was the trade depression which last 
month brought down the United States, with all her 
massive gold hoards, and laid her low in the dust. 
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The Great American Panic of 1933 


By Professor T. E. Gregory 


I 


ANICS have no history—if they had, they would 
P belie their essential characteristic, which is their 

irrationality. The student of banking can only 
observe the immediate conditions under which, in each 
case, they arise, the morbid phenomena which they 
exhibit and the specific by which, in each particular 
instance, the cure is effected and confidence is restored. 
The great panic of 1933 will prove to be no exception to 
this rule : it is already possible to marvel at a population 
which stoically endured the great Gold Drain of 1931-32, 
but was unable to resist hysteria, confusion and dismay 
because of purely local banking difficulties in less than a 
year afterwards. Or shall it be said that in the end it 
was the associating of the magic name of Ford with the 
difficulties of the Union Guardian Trust Company of 
Detroit which opened the floodgates of panic? Whatever 
the explanation, the drama remains : twenty years after 
the creation of the Federal Reserve System, called into 
being primarily to prevent a recurrence of just such a 
state of affairs, every bank in the country, including 
the twelve Reserve Banks themselves, was forced to 
close. Let the reader remember that the United States 
held an enormous stock of gold: that the volume of its 
foreign liabilities had been drastically reduced as a con- 
sequence of withdrawals nine months previously; that a 
special Corporation had been created expressly to come 
to the assistance of weak banking institutions, and that 
the Reserve System had been armed with special powers 
to mobilize its gold stocks more effectively; that, if 
anything, the economic situation was somewhat easier 
and, finally, that a mere show of strength by the incoming 
President virtually effected a cure. Great Britain was 
dragged off the gold standard in 1931 by an international 
run upon the bankers of the City of London; the United 
States has been driven off gold for the time being by an 
internal drain, by a series of episodes to which there is 
no parallel in British banking for something like three- 
quarters of a century. Here are elements of paradox 
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and of drama for whose roots one must dig deep into the 
soil of the strange and unfamiliar civilization of the 
United States. 

II 

Why is it that America continues to suffer from 
internal panics whilst Europe is almost free of them? 
There is a sinister procession of dates in the history of 
American banking—1857, 1873, 1893, 1907 and now 
1933—to which in recent European history there is no 
parallel. The Austrian crisis of May 1931, the German 
crisis of July 1931, the British crisis of July-September 
I93I are examples of banking pressure, but they do not 
reveal the specific characteristic of a panic. The ultimate 
root of the American difficulties must be found in the 
specific nature of the American banking system : a system 
utterly unlike that to be found anywhere else, the 
product not of economic necessity, but of political con- 
ditions, to which time had given a sanction which in an 
essentially conservative country like the United States 
no critical intellect could really shake. But the original 
conditions which produced the actual state of affairs 
were intended to bring about a position exactly the 
opposite of that which in fact obtains. The exaggerated 
particularism of American banking is the root of the 
present troubles, but that particularism, only gradually 
developed, has been watched with great distrust and has 
only continued to be possible because the average human 
being regards what he is used to as the natural and the 
inevitable, and therefore attaches to the Actual an 
air of rightness and inevitability which is the enemy of 
the Rational and Desirable. 

When, in order to provide a market for Government 
bonds during the hard and difficult days of Northern 
inferiority in the field, the then Secretary of the Treasury, 
Salmon Chase created the National Banking System, 
the note issue was still an important privilege of American 
commercial banking, except perhaps in New York City. 
By taxing the note-issues of the State banks which 
remained faithful to the anti-slavery cause, the Federal 
Government of the Civil War period was able to drive 
the banks into the National Banking System. Whatever 
the defects of that legislation may have been, it did at 
least provide for an absolutely uniform code of legislation 
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applicable to the whole territory of the United States, 
for an effective system of inspection and supervision, 
and for the prohibition of the more dangerous kinds of 
banking activity. Had the 48 States of the Union not 
favoured concurrent powers of legislation, had the 
importance of issuing notes not receded into the back- 
ground, had the National Banking Code made adequate 
provision for a branch banking structure, the subsequent 
development of banking in the U.S.A. would have been 
profoundly different from what it actually was. As the 
country extended its territory towards the west and as 
its power and population increased, there might have 
developed a strong banking system centring upon the 
great commercial and transport towns of the continent— 
New York, Chicago, New Orleans, San Francisco, Seattle 
and the rest. A concentration such as that which has 
taken place in Great Britain, Germany, and elsewhere 
would in any case have been impossible in view of 
the immense distances involved. But in fact things 
developed very differently. 

Even before the Civil War, certain towns, primarily 
New York, New Orleans, Chicago, were assuming great 
importance as virtual reserve centres for the rest of the 
country: a fact recognized in the National Banking 
Code when it permitted banks to keep part of their cash 
reserves in the shape of deposits in Reserve and Central 
Reserve Cities. The centripetal forces at work in this 
way were, however, accompanied by centrifugal forces 
as well. As the population and the occupied area of 
the United States expanded, the necessary and coincident 
expansion of the banking system involved the creation 
of an ever-growing number of banks, partly created 
under the National Banking Code, partly under the 
codes of the separate States. For a long time the fact 
that membership of the National Banking System per- 
mitted note-issue and conferred prestige gave this 
System the superiority both in numbers and power: 
the gradual decline in the importance of the note-issue 
and the growing attractiveness of incorporation under 
codes less severe than that of the Federal Government 
led to a change.* First the number of State banks 
exceeded that of the National banks (this was in 1894) ; 





* See the Report of the Comptroller of the Currency for 1931, pp. 3-9. 


AMERICAN PANIC OF 1933 15 


then, after the War, the banking resources of the State 
banks exceeded those of the National banks (this was 
in 1921). By that time the Federal Reserve Act had 
been long in operation: the National Banks, which had 
been forced to join the system, were exposed to severer 
revenue conditions than the State Banks and were 
hampered in other respects. Successive Comptrollers 
of the Currency, the official guardians of the National 
Banks, saw the developing situation with dismay, and 
knew only one way of countering it—to confer upon 
National Banks the powers conferred under State legisla- 
tion upon State Banks. When the Branch banking 
controversy first became acute, the line of solution 
adopted was not to strengthen American banking as a 
whole by careful Federal legislation relating to the subject, 
but to give National Banks the right to open branches 
only where State Banks could do so, and since public 
opinion was in general hostile to the branch banking 
principle, the net effect was that the United States 
entered upon the period of prosperity of 1925-29 
with a banking system perhaps reasonably adapted to 
the one-time necessities of small rural communities, 
but entirely unfitted to cope with the special problems 
of an age of immense change in the scale and tempo 
of business. Thus the American banking structure 
reveals the strangest contrasts both in the ability and 
outlook of those by whom it is directed and in the scale 
of the respective units which constitute the structure 
in the aggregate: the giant banks of New York City 
side by side with the petty village bank, threatened 
with extinction as a result of better transportation 
facilities and unfavourable overhead costs: the “ small- 
town ”’ banker, whose only qualification (it is at times a 
very important one) is that he knows every soul in the 
place and has a finger in every local pie, is an independent 
member of the same profession as the President of an 
institution with perhaps $1,000,000 millions of deposits 
and with the widest contacts inside and outside the 
country. Such a system offers great opportunities for 
men of initiative and ambition: it is easy to enter and 
easy to leave: it tends to identify the banker closely 
with the local community and satisfies the desire for 
self-determination. Perhaps without such a system 
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American economic development as a whole would not 
have been so rapid: certainly without it local develop- 
ment within the country would at times have proceeded 
more slowly. But it is a system which has the defects 
of its greatness: and it is these defects which have 
periodically resulted in panic. 


III 


Over a large part of the country the possibility of 
spreading banking risks is severely limited. The U.S.A. 
is an immensely diversified area as a whole, but whole 
States are virtually associated with a single crop—corn 
or wheat, cotton or sugar, tobacco or cattle. The local 
storekeeper or doctor, the local motor-car agent, and all 
the multifarious distributors ultimately depend on the 
price of the single local product for their livelihood; the 
producer himself has only his land, his crop, or his own 
personal credit to offer as security and the value of all 
three depends upon the price level. The spreading of 
risks depends upon the banker’s ability and willingness 
to invest part of his funds outside his area, and from a 
very early time, if he was a prudent banker, he did so. 
He could hold bonds, he could buy “‘ commercial paper ”’ 
he could keep funds on deposit with larger banks and 
instruct these to invest or lend for him. In this way 
(and because of the other conveniences which the rela- 
tionship afforded) there grew up traditional “ corre- 
spondent relationships ’’ between rural and urban banks, 
which culminated in a very special situation in New York 
City. There some five or six banks, members of the 
National Banking System, virtually held the residual 
cash reserves of the entire banking structure of the 
country. The funds deposited with them they lent out 
—largely in the form of “ call-money ”’ to the New York 
Stock Exchange. Every period of pressure and of 
difficulty led to the calling-in of these funds, put pressure 
upon the New York Banks to liquidate their investments ; 
and—in the days before the Federal Reserve System— 
it was not easy for the New York Banks to respond to 
the demands made upon them. It was to obviate both 
the over-investment of what was virtually reserve cash 
on the Stock Exchange and to provide a residual lender 
capable of taking charge of the situation in periods of 
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pressure that the Federal Reserve System was founded, 
and a bill-market was encouraged to grow up. The new 
Central Banking agencies certainly did not supplant the 
old system altogether; they merely supplemented it by 
adequate rediscounting facilities. When the Michigan 
difficulties began to undermine the situation a month 
ago, the New York banks still held some $1,500 millions 
for banks in other parts of the country, and it was then 
certain from the very beginning that if trouble could 
not be localized the banks of New York City would be 
involved. Whether they would be able to stand the 
strain depended upon the magnitude of the demands 
upon them and on the ability of the Federal Reserve 
Bank of New York to stand behind them to an unlimited 
extent. If the New York banks were to be forced to 
close, a general closing down of all the banks of the 
country was inevitable; the shock would cause panic 
everywhere, and if the banks closed it was inevitable 
that the great produce and security exchanges would 
close also. 


IV 


The first point to bear in mind in surveying the 
recent history of American banking is that, in spite of 
the existence of the Federal Reserve System, the 
mortality among banks was greater in the last decade 
than at any previous time in American experience.* 
A bad patch was experienced in the last decade of the 
nineteenth century; in 1893, 326 banks failed, in 1895 
and 1897, 151 and 160 respectively and there were 122 
failures in 1904 and 156 in 1908. Since 1921 there has 
never been a year in which, according to the figures of 
the Comptroller of the Currency, the number of failures 
fell below 289; in 1924 there were as many as 915 and 
in 1927 as many as 824. Every slight recession of trade 
at once resulted in an increase in the number of failures. 
According to the (not comparable) figures of the Federal 
Reserve Board,f in the eleven years Ig2I to 1931 





* The student of American banking conditions will find an exhaustive 
analysis of this point in Walter E. Spohr’s article ‘‘ Bank Failures in the 
U.S.,”” Supplement to American Economic Review, XXII, No. 1, March 
1932. 

+ Report, 1931, p. 6. 

¢t F. R. Report, 1931, p. 125. 
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inclusive, 9,285 banks closed, 1,082 reopened, with a 
net liability of the banks closed of no less than $3,817 
millions of deposits. Out of these 9,285 banks, over one- 
third, viz., 3,400 were situated in places with a population 
of less than 500, and 3,218 possessed capitals of less than 
$25,000 (or £5,000 at par). It is clear that the general 
incidence of the failures was upon the small banks and 
upon the rural areas, but if one goes further into the 
matter one discovers that it has been the banks of the 
northern and central Middle Western states which have 
been particularly affected. In 1931, of the 2,298 which 
suspended, 1,388 fell into four Federal Reserve Districts, 
viz.: Chicago (631), St. Louis (264), Minneapolis (271), 
and Kansas City (222).* In 1932, out of 1,453 sus- 
pensions, 1,000 fell into the same four districts; the 
Chicago district accounting for 506, St. Louis for 154, and 
the two other districts for 136 and 136 respectively. 

These figures raise three problems. First, why was 
the incidence of failure so much more marked among 
the rural than among the urban banks? Second, why 
were failures so much more severe as a whole in 1931 
than in 1932? Thirdly, what explains the seemingly 
sudden outburst of failures among urban banks, an 
outburst which was the direct cause of the panic? 

(xr) Quite apart from the special difficulties which 
attach to a bank merely because it is small and is therefore 
subject to competitive disadvantages, came the incidence 
of agricultural depression, which has affected the rural 
areas almost continuously in the last decade and parti- 
cularly so since the disastrous collapse of raw material 
prices, the usual accompaniment of a cyclical depression. 
The collapse of land values, and of crop prices, the 
accompanying decline in the credit-standing of farmers 
and of those who indirectly live upon the produce of the 
land has naturally hit hardest those banks whose loans 
and deposits are most narrowly associated with the 
rural situation. A high mortality rate among country 
banks is therefore no cause for surprise—and the failures 
were heavy even before the general depression set in. 

(2) The collapse of a large number of banks is bound 
to exert a psychological influence even if it is confined 





* F. R. Report, 1931, p. 19I. 
t F. R. Bulletin, January 1933, p. 44. 
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to a particular class of banks. But the urban banks of 
the U.S.A. have also been exposed to special difficulties. 
In the first place, banking difficulties, even if confined to 
a particular class of banks, create nervousness among 
depositors generally and lead to withdrawals of deposits 
in anticipation of trouble to come. This is the pheno- 
menon of hoarding, of which one has heard so much in 
recent years: though the actual increase of “ money in 
circulation ’’ is also due to increased cash holdings by 
the banks themselves in anticipation of increased re- 
quirements by their customers. Thus the banks, in 
order to keep themselves in a liquid position have had 
to put pressure upon their customers, and this had a 
cumulative effect both upon business conditions and 
bond and stock prices, and upon the condition of the 
banks themselves. For a general desire to increase 
liquidity, unless accompanied by appropriate central 
bank action, is deflation; and the depression becomes 
cumulatively worse, causing loans to be frozen and 
forcing the weakest banks to the wall. It must not be 
forgotten that the banking system in the United States 
has become still more sensitive to stock market con- 
ditions since the change in the practice of business by 
‘which direct loans to commercial and industrial firms 
have shrunk in importance relatively to loans against 
stocks and bonds. A continued fall in stock exchange 
values means not only that the bank’s own investments 
have declined in value, but that the margin behind 
customer’s loans has fallen also. To these factors must 
be added the participation of urban banks in speculative 
real estate operations (one of the main causes, it is 
said, of the difficulties of the Chicago and Detroit banks) 
through loans secured by such property—a large part 
of such loans must be in a frozen condition and cannot, 
in any event, be used as the basis of rediscounting in 
periods of pressure. 

It is not always realized how great in recent years 
the shrinkage in American banking figures has been. 
Between October 4, 1929, and September 30, 1932 (the 
latest date for which figures for all banks are available), 
total loans and investments had fallen from $58,835 
millions to $45,852 millions, or by some 224 per cent.* 

c 
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In considering the ability of the banking system to stand 
additional strain, however, the important question is 
the volume of assets which can be turned into cash at 
the Central Bank; and that question is only capable of 
being answered by reference to the law governing the 
lending powers of the Central Bank itself. The Federal 
Reserve System, in general, was unable to lend to or 
discount for banks outside the Reserve System, i.e. for 
“non-member ”’ banks. It could (a) rediscount “ eligible ”’ 
paper, i.e. customers’ promissory notes endorsed by the 
borrowing bank; (0) lend for limited (15-day) periods 
on the bank’s own promissory note secured by such 
paper and/or U.S. Government securities. The limits to 
its own lending capacity were again a matter of legal 
definition: it had to maintain a gold reserve of 40 per 
cent. against its notes, and at the same time the remaining 
cover against the note issue was to consist of eligible 
paper. But the Reserve System could also provide 
against the necessity of the banking system having to 
borrow by increasing its own holdings of Government 
securities or bills by purchases in the open market. If 
it did this on a sufficient scale the member bank balances 
at the Reserve System would go up and they could draw 
out additional cash without reducing their own holdings of 
eligible assets; though, to the extent that balances 
acquired in this way were utilized for drawing out cash, 
the pressure on the final gold reserves of the Central 
Bank was the same as if the notes were withdrawn 
through borrowings at the Reserve Banks. 

So much it was necessary to say in order that the 
third question posed above could be answered. The 
comparative decline in the number of bank failures in 
1932 as compared with 1931 was due in part, of course, 
to the weakest banks having been already eliminated, 
but it was in part due to the measures adopted in the 
cause of combating the great drain of gold away from 
America in the period of September 1931 to June 1932. 
During that period of time the gold stock fell from 
$4,948 millions to $3,941 millions; the money in cir- 
culation rose from $5,133 to $5,751 millions; during that 
period also, two great legislative enactments provided 
for the creation of the Reconstruction Finance Cor- 
poration and for the issue of Federal Reserve notes 


AMERICAN PANIC OF 1933 21 


backed in part by Government securities. The Act 
creating the R.F.C. endowed it with a capital of $500 
millions and with borrowing powers equal to three times 
its capital (increased by the Relief and Emergency Act 
of July 21, 1932, to 6% times its subscribed capital). 
The Corporation was authorized to make loans to a 
great variety of financial institutions, including loans 
“secured by the assets of any bank that is closed or in 
process of liquidation to aid in the reorganization or 
liquidation of such bank,” a quarterly report of its 
activities having to be laid before Congress. Between 
February 2 and December 31, 1932, the Corporation had 
authorized loans of $950 millions to banks and trust 
companies, had actually advanced $850 millions, and 
been repaid $256 millions, so that $595 millions were 
still outstanding at the turn of the year. It will remain 
for some time an open question whether the activities 
of this Corporation have done more harm than good; 
the mere fact that it has prevented some banks from 
closing is not conclusive on the point, and the publication 
of the names of the assisted institutions together with the 
critical attitude adopted by some writers of standing * 
undoubtedly helped to unsettle the public mind. 

The Glass-Steagall Act undoubtedly relieved the 
situation by enabling the Reserve System to mobilize 
its gold stocks. By Section 3 of that Act, the Federal 
Reserve Board was authorized to allow Federal Reserve 
Agents to accept as collateral security in addition to the 
other securities pledgeable for Reserve notes, the “ direct 
obligations of the United States.”” Thenceforward, during 
the period authorized by the Act, Reserve notes con- 
tinued to be covered by gold to the minimum required, 
but the excess of gold actually held over that required 
to be held could be reduced even if no “ eligible paper ”’ 
in the technical sense was available: gold could be 
released and Government securities substituted. 

The gold drain actually ceased in the middle of 1932: 
the U.S. monetary gold stocks rose between July, 1932, 
and December from $3,941 to $4,429 millions: between 
the same two dates, the money in circulation fell from 
$5,751 to $5,699 millions and in December was only 

* V. e.g. Mr. J. T. Flynn’s article on “ Inside the R.F.C.” in the 
January number of Harper’s Magazine. 
c2 








22 THE BANKER 


$88 millions more than it had been a year before. The 
eligible assets of the member banks in September, 1932, 
were still $8,050 millions: the borrowings at the Reserve 
Banks were only $331 millions, and as their “‘ excess 
reserves” (i.e. the difference between actual reserves as 
compared to the minimum requirements of the Reserve 
Act) at the same date were $346 millions, they were in 
reality hardly in debt to the System at all. Everything 
pointed to a relaxation rather than an intensification of 
strain: even in January, 1933, the amount of money in 
circulation again declined and was actually $14 millions 
less than it had been twelve months before. 


V 


Between February 14 and March 4 the storm broke. 
The difficulties of the Michigan banks led to the pro- 
clamation of a local bank holiday to last from Tuesday, 
February 14 to Tuesday, February 21. So far from 
seeing in this step the beginnings of disaster it appears 
to have been warmly and generally welcomed; and the 
eminent New York weekly, “The Commercial and 
Financial Chronicle ” remarked in its issue of February 18 
that the situation “‘ appears to have been handled with 
consummate skill and it seems possible to say that the 
worst of the trouble lies behind, with good reasons for 
thinking that there will be an early return to the normal.” 
Elsewhere in the same article, whilst there is a discreet 
reference to the then recent ‘recrudescence of bank 
embarrassments at quite a number of financial centres in 
different and widely separated parts of the country,” it 
is urged that “the country ought now to be nearing 
the end of the long period of banking embarrassments, 
and to that extent the situation must be regarded as 
being improved, with the outlook for the future cor- 
respondingly brighter.” 

The danger of moratoria is that they bring about 
the very troubles elsewhere which they are designed to 
mitigate where they are adopted. They encourage 
hoarding before the banks are closed and, in a closely 
knit economic system, they increase strain by preventing 
payments being made at due dates and thus bring about 
an ever-widening circle of unemployment and distress. 
The danger of the Michigan situation really lay in the 
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public advertisement of wide-spread distress, and the 
probability that if trouble occurred elsewhere the same 
remedies would be adopted, so that in the end the whole 
country would be affected. This is exactly what did 
happen: not only did hoarding increase, but an ever- 
increasing number of States passed enabling legislation 
permitting the closing of banks and for the imposition 
of limits upon the right of depositors to withdraw. 
When the example of Michigan was followed by Mary- 
land in consequence of runs upon Baltimore banks, the 
danger became really acute. Could the New York banks 
stand the strain on them of a double-run by the banks 
of the interior and their own local customers? Could 
the Reserve System see its gold stock melt away through 
hoarding by the public and earmarking by foreigners, 
and at the same time provide the additional accommoda- 
tion which would be required ? 

The crash came on March 3. Between February 16 
and March 2, the total gold reserve of the Federal Reserve 
System had fallen by $300 millions: bills discounted had 
increased from $286 to $713 millions: the notes in 
circulation had gone up from $2,890 millions to $3,600 
millions. During the same period, the New York Reserve 
Bank’s gold stock had fallen from $917 to $710 millions ; 
its discounts had gone up from $54 to $281 millions and 
its reserve ratio had declined from 59 per cent. to 46 per 
cent. The position at the latter date was then still not 
insupportable, but the pressure became worse, and though 
reassuring messages had come from New York in time 
to be published in the morning papers of March 4, by 
the afternoon of that day every bank in the U.S.A., 
including the Reserve Banks themselves, had closed. 
The incoming President, faced with a terrible emergency, 
acted with promptitude and vigour, making use of the 
Executive power under war-time legislation to prohibit 
the export of gold and the hoarding of gold. The gold 
standard had disappeared, though as all the banks were 
closed (and with them the stock and produce exchanges) 
and exchange dealings were impossible, this important 
fact did not, for the moment, matter very much. Every- 
thing turned upon what was to be done to get the banking 
system to function again. 

The traditional method of dealing with this problem 
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had been the issue of Clearing House Certificates 
(virtually inter-bank clearing certificates acceptable in 
lieu of gold or other lawful money), the pooling of reserves, 
and—in certain cases—the issue to the public of incon- 
vertible notes, certified but not convertible cheques, and 
the like.* It appeared at first as if historical precedent 
were going to be strictly followed, and there was much 
talk of issuing both Clearing House Certificates and 
“scrip.” In the end, wiser counsels prevailed. The 
Emergency Banking Act, passed on March 9g practically 
without opposition even in the Senate and unanimously 
by the House of Representatives, proved to be of a 
drastic character. It continued the embargo on gold 
exports; it regulated the re-opening and reorganization 
of the Commercial banks; and provided for the issue 
of Federal Reserve Bank notes secured by Government 
obligations, the eligible assets of firms and individuals, 
and the promissory notes of member banks. Provision 
was also made by which direct loans to individuals and 
firms could be extended by the Reserve Banks (hitherto 
only possible under very special conditions in virtue of 
the Emergency Act of July 1932). No bank was to 
reopen without permission; but, if the public demanded 
more money, the provisions of the new Act saw to it 
that such money would be available. Since the Reserve 
Bank note as distinct from the Federal Reserve Note 
requires only a 5 per cent. cover (in virtue of the terms 
of Section 4 of the Reserve Act, which provided originally 
for the issue of such notes, of course, under widely 
different conditions), the amount of such notes which 
can be created, if necessity arises, is obviously very 
large. 


VI 


The necessity has, fortunately, not arisen. The public 
confidence was restored even before the banks, or some 
of them, reopened on March 13, and large quantities 
of hoarded gold and gold certificates were paid into the 
Reserve Bank even before the ending of the official 


* The reader will find ample material relating to these matters in 
Prof. Sprague’s well-known History of Crises under the National Banking 
Acts, and in two articles by Mr. A. P. Andrew in the Quarterly Journal 
of Economics for 1908. 
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bank holiday. By devising the plan of piecemeal re- 
opening, a masterly sense of economic strategy has 
been displayed by the President and his advisers; the 
worst banks will in all probability never reopen and 
those which are allowed to do so are made safer than 
they were before, because the public will now have 
greater confidence in them; they will have been tested 
in the furnace. But whilst the panic is over, the 
problem remains. Without question, great loss will be 
suffered by the public and to that extent business 
recovery will be hampered—on the other hand, the air 
has been cleared and, most fortunately, nothing has 
been done so far to prevent the enactment of remedial 
legislation in the future. But Mr. Roosevelt will be 
fortunate if Congress continues its acquiescent mood, for 
remedial legislation will mean sweeping away much time- 
honoured legislation and much that has been acceptable 
to the American people in the past, and it is hardly to 
be expected that the fundamental revision of which 
American banking stands in such urgent need can be 
accomplished without opposition, both on the part of 
interests adversely affected and on the part of those 
attached sentimentally to the unit-banking principle as 
a symbol of democracy and the pioneer spirit of the 
country. 
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Building Societies in 1932 


By Hargreaves Parkinson 


URING 1932 the British building society move- 
ment, after a decade of unexampled expan- 
sion, encountered strongly-entrenched _restric- 

tionist forces. The rapidity of its previous advance had 
been phenomenal. In the immediate pre-war period, 
building society business, though sound and useful, was 
scarcely progressive. Having originally taken root in the 
West Riding it had achieved its best results in the North 
of England generally, where lower middle and upper 
working-class house ownership was a mark of social 
status with no exact parallel in the South. In the decade 
immediately preceding the Great War, the average annual 
amount advanced on mortgage, by all the building 
societies of Great Britain together, was no more than 
£9,077,000. The average increase in the balance due on 
mortgage (after deducting repayments) was little more 
than {£1,000,000. War-time arrears in house building, 
the Rent Restriction Acts, and changes in the distribution 
of the national income to the advantage of wage and 
moderate salary earners, gave the building societies an 
opportunity to perform an urgent national service after 
the war, which they developed with praiseworthy energy 
and enterprise. Between 1921 and 1925, the average 
annual total of new advances leapt up to £32,961,000, 
and the average annual increase in outstanding mortgages 
to £15,409,000. Even these figures were more than doubled 
in the next five years. The table opposite summarizes 
the progress of the movement between Ig2I and 1931. 
Three features distinguished this period of unexampled 
expansion. The first was the ability of the movement to 
pay relatively high interest rates to subscribers, ranging 
up to 5 or 5% per cent. after tax. The second was the 
success of the managements in finding new mortgage 
investments, without relaxing their stringent criteria as 
regards quality and “ security,” or becoming too closely 
identified with any localized speculative building interests. 
The third feature was the phenomenal progress of the 
societies domiciled in the South of England, and par- 
ticularly around the Metropolis. This was accompanied 
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by a certain differentiation in the rates charged to 
borrowers, which tended to be higher in the London zone 
than elsewhere—even in the case of societies registered 
elsewhere but doing a considerable business in London. 


(000’s omitted.) 


Total Advances on Total Assets of 
Mortgage made Balance Due all Building 

Year. during Year. on Mortgages. Societies. 
1921 ... we 19,673 75,503 95,265 
1922 ... oe 22,708 83,725 107,438 
1933 ... ba 32,015 98,845 124,719 
1924 ... _ 40,585 119,745 144,890 
1925 ... oan 49,822 145,857 169,197 
1926 ... fai 52,151 171,221 193,856 
2687 ... san 55,887 197,748 223,346 
1928 ... ia 58,665 227,533 268,465 
1929 ... ia 74,719 268,141 312,746 
1930 ... one 88,767 316,314 371,165 
1931 . 90,253 360,177 419,185 


Up to the beginning of 1932, the societies piled 
“record ’”’ upon “ record.”” They had one bad moment, 
in the autumn of 1931, when Great Britain left gold, and 
a passing fear—happily short-lived—of sterling inflation 
threatened a “run.” The nation, however, retained its 
faith in the £, money flowed back, and the outlook 
appeared relatively “ normal,’”’ when, late in the evening 
of June 30, 1932, Mr. Neville Chamberlain intervened in 
a dull Parliamentary debate to announce an offer for the 
conversion of 5 per cent. War Loan to a 34 per cent. basis. 
When he sat down the entire outlook for the building 
society movement had been transformed, for its 
structure of borrowing and lending rates had been left 
“in the air.”” The effect of the resultant fall in interest 
rates may be inferred from the following table. 

The figures in the last two columns are merely illus- 
trative and approximate, but their import is clear. Past 
experience suggests that, neglecting short-term swings the 
average rate of interest for mortgages on sound property 
has tended to be about 2 per cent. above Bank rate. 
During the period of big “crisis’’ swings in Bank rate, 
between 1929 and the first half of 1932, the “ interval ”’ 
shown in the table fluctuated considerably, but was, 
on the whole, less rather than more than 2 per cent. 
The establishment, in the second half of 1932, of the 
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lowest Bank rate since the ‘nineties, left the ‘‘ 
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interval ”’ 
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at least 3 per cent. in the case of “ provincial,’ and at 
_ , Difference between 
; Difference between | Building Society 
Average a Building Society Rates paid 
Level of G ica out Rates on New to subscribers, 
Bank Rate. crs ks * Mortgages and and Yield 
. . Bank Rate.t on Gilt-edged 
Securities. 
% % % 
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1928—1Ist Half 4 10 4 10 oO +1 00 Nil 
2nd Half ae 410 o| 4 8 6 +1 00 +1 6 
1929—Ist Half ost § $251 @ tO 6 L 4 2 — 6 
2nd Half as | § 6 © 414 Oo -- 6 oO — 4 0 
1930—Ist Half 316 9] 432 Gi +113 3 —2 6 
2nd Half 3 © 6 4 8 6 + 210 O + 1 6 
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* Mean yield on British Government 34 per cent. Conversion Stock. 

t+ Taking mean figure of 54 per cent. as Building Society Mortgage Rate. 

¢ Taking mean rate of 44 per cent. for Building Society payments to sub- 
scribers, and neglecting income-tax considerations, which tend to widen “‘ effec- 
tive ’’ difference, and make building societies’ shares and deposits more attractive 
to subscribers who are income-tax payers. 


4 per cent. in the case of “ London”’ borrowings 
from building societies. Thus the movement was left 
with a choice of three courses. It could maintain its 
charges to borrowers, and risk a sharp contraction in the 
extent of its new business. This would be aggravated by 
undercutting by rival agencies—insurance companies, 
banks, local councils, private lenders, etc.—whose com- 
petition would be the greater because of their difficulty 
in finding investments yielding anything like the same 
income as in the pre-conversion period. A_ second 
possibility was a substantial lowering of building society 
charges. Many societies, however, were reluctant to take 
this course, partly through fears that the régime of low 
general interest rates might be transitory, and partly 
through anxiety lest the decision should project a falling 
tendency in real property values. A third possibility 
was the via media—a cautious and partial downward 
adjustment which, without committing the societies very 
far, would enable them to accumulate experience of the 
new conditions before deciding on more permanent policy. 

The position was complicated by two further factors. 
First, the attention of the majority of societies since the 
war had been concentrated mainly on a single, though 
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substantial, part of the new property field, i.e. on houses 
costing, roughly, from {600 to £1,200, preferably in 
occupier-ownership. The lion’s share of arrears in this 
limited field had been caught up by 1932, and demand 
was beginning visibly to wane—a tendency accentuated, 
naturally, by the effects of trade depression and reduced 
national purchasing power. Secondly, the societies ran 
the risk of being deluged with unwanted new subscrip- 
tions and deposits, including a good deal of “‘ bad money ”’ 
liable to be withdrawn on any future increase in general 
interest rates. Reference to the preceding table will 
show that, in the period prior to June 1932, the average 
rates paid to building society investors had approximated 
fairly closely to the yield on gilt-edged stocks. The large 
influx of new money during this period was due partly 
to energetic propaganda and partly to the fact that, as 
income tax was paid by the societies, the rates received 
by subscribers and depositors were on a “ net’ and not a 
“gross” basis. In the second half of 1932, for the first 
time, the “ net ’’ return obtainable on an investment with 
a building society became appreciably greater than the 
‘gross’”’ return obtainable on a trustee security. In- 
cidentally, the effective liability of the societies to income 
tax was increased last year. 

The manner in which two representative “ provincial ”’ 
and two “metropolitan ’’ societies faced the new con- 
ditions may be deduced from a final table :— 





Societies with ‘‘ Provincial" Societies with ‘* Metropolitan ” 
Headquarters. Headquarters. 
Halifax (a) ees (b) Abbey Road (c) National (@) 
1928 1928 1928 1928 
(£000) =%00 (£000) == 360 (£000) aaa (£000) | —"yo0 
Total 1928 | 52,466 100 9,691 100 12,177 100 6,041 100 
Share 1929 | 57,377 109 11,340 117 18,419 151 8,067 133 
and 1930 | 67,755 129 13,412 138 30,262 249 11,442 189 
Deposit 1931 75,137 143 15,564 160 33,809 278 16,010 265 
Liabilities 1932 85,661 163 18,220 188 39,115 21 19,756 327 
Advanced 1928 10,215 100 2,171 100 4,456 100 2,156 100 
on 1929 12,456 122 3,178 146 8,801 198 3,886 180 
Mortgage 1930 16,893 165 3,775 174 12,299 276 3,424 159 
During 1931 17,070 167 4,098 189 8,007 180 5,255 244 
Year 1932 16,618 163 3,921 181 3,549 80 4,175 194 
is aa i 40,571 100 8,827 100 10,897 100 6,327 100 
Sion 2 J33 44,783 110 10,626 120 18,010 165 9,351 148 
<a bed one 52,903 130 12,789 145 27,944 257 11,792 186 
“a ee 1931 59,776 147 15,058 171 32,693 300 15,891 251 
1932 | 64,606 159 16,868 191 32,382 298 18,523 293 


(a) Figures for financial years ended January 31 of succeeding calendar year. 
(o) Year to September 30. (c) Calendar year. (a) Year to October 31. 
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The movement has so far pursued a Fabian course, 
slightly reducing its charges on new mortgages, and 
its interest rates to subscribers and depositors, and 
relying mainly on limitation of the total receivable from 
individual investors to prevent an undesirable expansion 
in its available resources. Actually, the total money 
invested with building societies reached a new high level 
at the end of last year, while the rate at which new mort- 
gages were made suffered a check. The conclusion 
reached, presumably, was that adjustment to new con- 
ditions had not travelled sufficiently fast or far by the 
end of 1932. In the first quarter of 1933, the Halifax 
society announced a reduction in “ old’ mortgage rates, 
and its example was followed by the five largest societies 
domiciled in London. In each case, the reduction was by 
4 per cent. 

Whether more substantial concessions remain to be 
made time will show. The leaders of the movement do 
not appear, at present, to be entirely at one on this or on 
certain other questions of major import. Generalizations 
are invidious, but it appears significant that influential 
leaders in the South of England, where post-war develop- 
ment has hitherto been most rapid, are tending to think 
in terms of “‘ consolidation,” while some Northern spokes- 
men favour a forward policy. That these views influenced 
last year’s results to some extent is suggested by the 
figures above. This diversity of view, if it in truth exists, 
may have an intimate bearing on the future. If it 
became pronounced, it might affect the possibility of 
maintaining the “ gentlemen’s agreement ”’ under which 
differential rates have been in force in the metro- 
politan area and the provinces. Even more important, 
it might affect the unity of the movement’s response 
to the new facilities for advances on working-class 
properties, with guarantees by national and _ local 
authorities, which are discussed by Mr. Walter Harvey 
in this issue of THE BANKER. That the movement will 
give these possibilities the serious and constructive 
attention they deserve is a foregone conclusion. It is an 
open secret, however, that their formulation was the 
work of “ provincial’’ rather than of ‘“‘ metropolitan ” 
representatives, and that the former have been much 
more enthusiastic than the latter in welcoming them. 
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In short, the movement is on the eve of momentous 
decisions which may profoundly affect its evolution. It 
would be particularly helpful if the largest societies, who 
in practice set the pace for the others, could agree upon a 
common line of action. Much has been done in the last 
ten years. More remains to do, and unity is strength in 
the building society world, as in most other branches of 
human endeavour. 


The Housing (Financial Provisions) 
Bill 
By Walter Harvey 


Chairman, Housing (Finance) Committee, National Association of 
Building Societies. 


is meeting the shortage of working-class dwellings, 
and the other is abolishing the slums of cities and 
populous towns. Building societies have long been 
ready to join in efforts to meet the former of these needs, 
and when the Housing (Financial Provisions) Bill now 
before Parliament becomes law they will have an oppor- 
tunity of applying part of their resources in assisting 
private enterprise to build working-class houses to let. 
Of their general willingness to co-operate there can be no 
doubt ; indeed, it is pertinent to observe that the present 
Bill is the outcome of suggestions made to the Ministry 
of Health by the Housing (Finance) Committee of the 
National Association of Building Societies. 
Working-class houses are wanted, but it is little use 
erecting them unless they are to be let and not offered 
for sale. Those who require these small houses either 
cannot or will not buy. The Government has decided 
that such houses should be provided by free private 
enterprise rather than by local authorities, aided, as 
hitherto, by a subsidy. Subsidies are proved to have 
kept up costs and to hamper and restrict normal building 
through the operation of unfair competition. Under 
subsidy conditions private enterprise has been restricted 
mainly to building types of houses less urgently needed. 
The new Housing Bill is intended to encourage the 
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private builder to erect a special type of house. In the 
first place, no further subsidies under the 1924 Act are to 
be granted except in those cases where proposals were 
already under the consideration of the Minister of Health 
before the introduction of the Bill. And, secondly, it is 
provided, in respect of approved schemes, that mortgage 
advances will be available up to go per cent. of the value 
of the houses built, under the guarantee of local authori- 
ties. A building society will at present lend up to 70 per 
cent. of the value. It will be appreciated that in lending 
go per cent. a society is advancing 20 per cent. beyond its 
normal loan on this class of business, and it is in respect 
of this difference that the Government and local authori- 
ties will give their guarantee. The guarantee will provide 
that in the event of default by the borrower (i.e. the 
builder or the investor) the building society making the 
loan will not be in any worse position than if it had 
advanced only 70 per cent. of the value, subject to the 
proviso that if any loss be caused by the excess lending, 
one-third of it is to be borne by the lending society, one- 
third by the local authority concerned, and one-third by 
the Treasury. The building society takes its share of the 
extra risk involved because of its right to select its 
borrowers. 

Building costs are to-day at their lowest since the 
war, and the type of house which is needed can be erected 
fairly cheaply. Even so, they cannot be made a profitable 
investment at a rental which the working-classes are 
able to afford unless financial assistance is available at 
low rates. The usual period of the loan must also be 
extended beyond the customary twenty years if any 
scheme is to pay its way. In these two matters building 
societies have promised material concessions. They have 
agreed to lend at a rate of interest and for a term of 
years that will make it possible to provide the houses so 
urgently needed at rentals which are moderate and 
within the means of the people for whom they are designed. 
The lending rate will be I per cent. below the current 
rate on ordinary business which, to-day, means 4 per 
cent. in the provinces and 44 per cent. in the London 
area. The period for which the loan is to be repaid is a 
matter for negotiation in each particular case, and is 
subject to the approval of the Minister of Health. It is 
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expected, however, that in the majority of cases it will be 
from twenty-five to thirty years. 

In co-operating with the Government in this manner 
building societies are providing funds for the provision 
of working-class houses by private enterprise. Let me 
say quite definitely that beyond financial matters building 
societies have no control. They will naturally require 
to be satisfied as to the value of the houses when erected, 
but such matters as the number of houses to be erected 
to the acre are the concern of the local authorities and the 
Minister of Health. Building societies are financial 
institutions and have no wish to do other than confine 
themselves to financial matters. 

It is hoped that local authorities will now stop house 
building and concentrate on slum clearance. As the 
Minister of Health says, the way will be clear for “‘ builders 
and building societies to build us the houses we want 
and for the local authorities to get rid of the slums we 
don’t want.’”” The Government is prepared to do all in 
its power to solve the slum problem. If builders and 
investors are prepared to take advantage of the new 
financial arrangement, the housing situation will be very 
much improved in the course of the next four or five 
years. 


London as Europe’s Banker 


By Paul Einzig 


N its January issue, THE BANKER published an article 
I on “Europe as the World’s Banker,” in which I 

sought te prove that throughout the ages until 
recent times Europe has performed the functions of the 
banker to the four other continents. The object of my 
present article is to examine the international banking 
relations within the boundaries of Europe itself. From 
Florence and Venice in the medieval ages the banking 
centre of Europe moved to the German cities and 
Amsterdam after the Renaissance. After the Napoleonic 
wars London gained prominence in_ inter-European 
finance; throughout the nineteenth century and during 
the first three decades of the twentieth century, she 
played a prominent part as the banker of Europe. 
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Her position was at no time monopolistic, for before 
the Great War, Paris took a very active hand in 
Continental financial operations, while Berlin, Brussels, 
Switzerland and Holland also had their share. It is true 
that the London acceptance market financed a very large 
proportion of trade between Continental Europe and the 
four other continents, but the trend of the export of 
British capital was directed primarily towards the 
Dominions and Colonies, the United States, South 
America and the Far East, and in most European coun- 
tries London played a secondary part besides Paris as a 
provider of long-term loans. Nor were British banks 
keen on establishing branches and affiliates on the 
Continent. While they penetrated into the Latin- 
American and Eastern countries, most of them preferred 
to keep aloof from the Continent, so that while most 
leading Continentai banks had branches in London the 
extent of direct British banking interest on the Continent 
was limited. 

During the war the flow of British capital to countries 
outside Europe ceased, and London employed all her own 
financial resources—together with large amounts raised 
in the United States—for supporting the allied govern- 
ments. The war left Great Britain with diminished 
resources, struggling with her own financial problems. 
In spite of this, after the war the banking community of 
London began to take an increased interest in Continental 
countries. British banks acquired direct interest in 
Continental banking, either by establishing branches or 
affiliates, or by acquiring participations in Continental 
banks. The London market was thrown open for Con- 
tinental reconstruction and _ stabilization loans, and 
various types of credits were granted freely, to an extent 
which was perhaps in excess of our lending capacity. 
Needless to say, London was by no means alone in the 
field. The United States began to take an increasingly 
active interest in European financing, and by 1926 she 
had become by far the most important lender to Europe. 
To a moderate extent, Holland, Switzerland, and Sweden 
also shared the role of Europe’s banker. Nevertheless, 
the fact remains that between 1923 and 1931 London 
took a far greater interest in financing Europe than at 
any previous time in history. While continuing to supply 
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funds for the requirements of the British Empire (with 
the exception of Canada, which began to gravitate 
financially towards New York), to Latin America (with 
the exception of the Argentine, where American finance 
largely displaced British finance), and to the Far East, 
the London banking community, and through it the 
British investors, concentrated an exceptionally great 
part of their attention on the Continent. 

The explanation of this change lies in the conception, 
which was generally adopted in Great Britain after the 
war, that the economic reconstruction and financial 
stabilization of Continental Europe was the indispensable 
condition of the prosperity of British trade. To that end, 
the British monetary authorities encouraged the flow of 
British funds to the Continent. Apart from the direct 
assistance given by the Bank of England by granting 
credits to Continental central banks, and by encouraging 
the issue of loans under the auspices of the League of 
Nations, its lead was followed by other banks, and 
investors came to regard countries which were recon- 
structed by the League as safe for investment. 

This enthusiasm for assisting in the task of restoring 
normal conditions in Europe was somewhat damped after 
the advent of France as an active factor in the sphere 
of international finance. The political tendency of her 
banking activities was regarded with growing misgiving 
in London, though it was not until later that its dangers 
were fully realized. From 1929 onwards an atmosphere 
of tension began to develop. The decision to establish 
the Bank for International Settlements in Basle instead 
of London caused considerable resentment in British 
banking circles, and it was interpreted as an attempt on 
the part of the Continent to weaken London's position as 
the banker of Europe. For the first time since the war, 
the question was raised whether, after all, it would not 
be wiser to concentrate the main banking activities of 
London upon other continents, where her constructive 
role is duly appreciated. As the persistent French with- 
drawals of gold weakened London’s position, it was 
necessary to reserve the resources of her long-term loan 
market to meet the requirements of the Empire and of 
such well-established clients as Brazil or Chile, but as far 
as the market for short-term credit was concerned, 
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however, it remained, more than ever, at the disposal 
of the Continent. 

The Creditanstalt crisis brought matters to a turning 
point. It provided a last opportunity for British finance 
to intervene in pursuing its constructive aims. In order 
to prevent a collapse in Central Europe, the Bank of 
England granted to Austria a credit of 150 million 
schillings, and took a participation of $25 millions in a 
credit to the Reichsbank, at a time when it could ill 
afford to find such amounts. These transactions, how- 
ever, were the last of their kind as far as London was 
concerned. Already in August 1931 she had had to 
decline the urgent application of the Hungarian Govern- 
ment for a credit of £5,000,000 largely because of the 
heavy withdrawals of foreign balances from London 
which were then taking place. 

The wave of distrust that swept Great Britain off the 
gold standard had profound material and psychological 
consequences upon the financial relations of London with 
the Continent. From a material point of view, the 
depreciation of sterling ruled out every possibility of 
granting credits abroad, not merely because the authori- 
ties were against it and because the London banks 
wanted to reduce rather than increase their foreign com- 
mitments, but also because foreign firms were not at all 
desirous of borrowing in terms of sterling, for fear that a 
recovery might inflict heavy losses upon them. This 
latter consideration did not hold good as far as countries 
in the “sterling block”’ were concerned, and, in fact, 
several of them succeeded at a later stage in arranging 
relatively substantial credits in London. The psycho- 
logical consequences of the events of 1931 were of a more 
general and lasting nature. Many people in the political 
world, and also in the City, were induced by those events 
to reconsider the wisdom or unwisdom of restoring 
London’s position as the banker of Europe. Admittedly, 
the experience of London, both as a creditor and as a 
debtor, was decidedly more unfavourable with Europe 
than with the other continents. In no other part of the 
world have British credits become so hopelessly frozen 
as in Europe, and the run of depositors upon London 
was from nowhere as violent as from Europe. Even the 
American banks, always ready to lose their nerves first, 
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were less insistent upon the withdrawal of their sterling 
balances than most Continental banks. As for the 
substantial holdings of sterling of the British Dominions, 
they were left practically untouched, and there was 
practically no default on Empire loans. The obvious 
conclusion from these facts is that London would be 
better off if in future she were to concentrate her inter- 
national banking activities upon the four other con- 
tinents, and especially upon the Empire which itself 
provides ample scope for financing. 

This opinion is not held by any means generally, and is 
rejected most emphatically by the majority of bankers. 
After all, the highly-developed apparatus of the City 
could never be employed in full unless London were 
to recover her old position. Outside the City, however, 
the question whether the annual profit of less than {10 
millions which originates in a normal year from London’s 
international banking activity would make it worth 
while for England to run the heavy risk attached to that 
function, is raised more and more frequently. There is as 
yet no strong movement in public opinion in that direc- 
tion, though the popular Press has done its utmost to 
create one. It is, however, by no means impossible that 
sooner or later those who advocate that Great Britain 
should cut adrift from Europe, politically, economically 
and financially, and should retire within her own Empire, 
will succeed in influencing the official policy. In fact, 
signs of their influence are already noticeable. It will be 
remembered that Great Britain most emphatically refused 
to participate in the new Austrian relief loan beyond 
consolidating the balance of the advance granted by the 
Bank of England in June 1931. As there is no chance 
of obtaining further repayment from Austria, her willing- 
ness to consolidate the 100,000,000 schillings under the 
guarantee of the Treasury merely amounted to regulariz- 
ing an existing state of affairs. All the efforts to induce 
our Government to guarantee an amount in excess of 
that figure were rejected without hesitation. Again, at 
the Stresa Conference, the British delegates refused to 
consider the idea of a participation in the ‘“ common 
fund ”’ to be created for the reconstruction of the Danu- 
bian States. Although they were aware that their 
refusal’ would frustrate the whole scheme, they were 
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prepared to assume responsibility for the virtual failure 
of the conference rather than to commit their country 
to new Continental financing. 

For the present, the general embargo on foreign loans 
is in itself a sufficient explanation of this attitude. There 
is reason to believe, however, that when the embargo is 
raised—which is a mere question of time—extra-European 
applicants will receive preferential treatment. Needless 
to say, the Dominions and Colonies have the first call 
upon the resources of the motherland. Already there 
have been a fair amount of Colonial loans floated during 
1932. If, after meeting the requirements of the Empire, 
London still possesses a surplus, it seems probable that 
Latin America and the Far East will stand a better chance 
of obtaining accommodation than most European 
countries. 

One of the reasons of this growing tendency towards 
a désintéressement in European finance is the feeling that 
London’s activities as the banker of Europe have not been 
adequately appreciated on the Continent. Apart from 
the French attitude in the matter of gold withdrawals 
and in the question of the location of the Bank for Inter- 
national Settlements, and apart from the run of Conti- 
nental depositors which, unjustified at the beginning, pro- 
vided eventually its own justification by sweeping us off 
the gold standard, there is another reason why in future 
preference is likely to be given to extra-European financ- 
ing. Generally speaking, borrowers outside Europe have 
stood the test better than those within Europe. As far 
as short-term credits are concerned, this was due to the 
fact that practically the whole of the credits granted to 
the Empire, Latin America, and the Far East, were 
used for genuine commercial purposes, while a very large 
proportion of the credit granted to the European Con- 
tinent was abused by drawing finance bills upon it. When 
the test came, the credits granted outside Europe proved 
to be, generally speaking, more self-liquidating than those 
granted to Europe. 

It is left to be seen how far the tendency to cut away 
from Europe will prove to be of a lasting nature, and how 
far it will survive the present period of depression. Much 
depends upon the attitude of Europe towards London. 
Possibly the experience of the last eighteen months has 
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largely contributed towards making Europe realize that 
it is to her interest that London should resume her old 
role, if not in the exaggerated and one-sided form as was 
practised after the war, at any rate in the way it was 
practised before 1914. If so, it would be highly desirable 
to make a gesture to indicate this change of attitude. 
So long as the Bank for International Settlements is in 
Basle and not in London, the movement in certain political 
circles and in part of the Press, aiming at isolating 
England from the Continent in the sphere of finance, will 
have a fertile soil. The simplest and most effective way 
of disarming this movement would be if the Continental 
participants in that bank were to agree to its transfer to 
London. This would provide a strong material and 
psychological link between England and Europe. It is 
for Europe to decide whether it is worth her while to 
make this effort to prevent Great Britain from drifting 
away from her. 


Matters of Law 


(By our Legal Correspondent) 


HE courts of this country are still assailed with 
suits affecting Russian banking institutions that 
no longer exist owing to the Soviet régime. Jn 

ve Russian Bank for Foreign Trade, before Mr. Justice 
Maugham, is one of the latest cases in point. Seven 
days’ hearing before the learned judge resulted in a 
compulsory winding-up order being made. The bank 
had been established since 1871 as a company with 
limited liability under the laws of the old Russian Empire. 
It had opened branches, among other places, in London 
as from 1909. Of course it filed the necessary particulars 
with the Registrar of Companies, including names and 
addresses of persons authorized to accept service in 
England on its behalf. Now the petitioner, a creditor 
for over £23,000, petitioned for the winding-up of the 
bank under the English Companies Act, 1929, section 338. 
The Soviet Government by its decrees had transferred the 
assets of the bank to the Soviet Government and declared 
that payment could not be demanded from any person 
or body of persons. The bank disputed the petitioner’s 
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debt and claimed that it had not ceased to exist in 
respect of its Paris and London branches since the Soviet 
Government had not dealt with such branches nor taken 
them over. But Mr. Justice Maugham decided that the 
Russian “ Red” legislation had deprived the bank of 
any standing at all as a juristic person. “‘ How,” said 
the judge, “could a branch of the bank continue to 
function when the bank itself had gone ?”’ There had been 
no active interference by the Soviet with the London 
branch, its managers or employees, and these could not 
be regarded as agents of the Soviet Government which 
for fifteen years after the nationalization decrees had had 
no communication of any sort with the persons de facto 
in control of the bank’s assets in London: “ Its branch in 
London was now, if an old metaphor might be employed, 
a submerged wreck floating on the ocean of commerce. 
It had had for the past fifteen years neither compass nor 
officers nor crew—no one who could direct its move- 
ments.” Yet notwithstanding all this it had creditors 
in this country. It had ceased to carry on business, and 
it was just and equitable it should be wound up. In the 
case of the petitioning creditors there were nice points 
as to whether or not the claim was good. But that was 
no bar to a winding-up order and he made the order. 
The Russian Government might perhaps claim the 
residue of the assets in such a winding-up, or the Crown 
might make a claim to the same residue as bona vacantia. 
Those were outside the question. There was clear 
jurisdiction to make the winding-up order. 

In another of the Russian cases—In re Tea Trading 
Company (1933, Weekly Notes, p. 79)—the same judge 
(Mr. Justice Maugham) has had to decide how a winding- 
up order could be properly served on a Russian company 
(incorporated in 1881 under the laws of the Russian 
Empire) with a branch in London. The Soviet legislation 
had destroyed the bank. The registrar had allowed 
service by advertisement, but the learned judge preferred 
the mode of serving the petition by leaving a copy at its 
principal place of business in London. The person 
authorized to accept service on behalf of the company 
had died ; the company itself had ceased to exist, and in 
such circumstances the leaving a copy of the petition at 
the principal place of business was sufficient under the 
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Companies (Winding-up) Ruies. That course was adopted 
and the usual compulsory order was made but “ without 
prejudice to any claim of the Crown to the company’s 
assets in this country as bona vacantia.”’ 

The decision of the Court of Appeal in the case of 
in ve Société Intercommunale Belge d’Electricité: Feist v. 
The Company affirming Mr. Justice Farwell’s judgment is 
an interesting and far-reaching decision on the meaning 
of a Belgian gold bond for {100. To bankers the ad- 
judication is of particular interest as it is also of very 
general importance. Here was a holder of a thirty-five- 
year sinking fund 54 per cent. gold bond for £100 (part of 
an issue of £500,000, dated September 5, 1928, and made 
by the defendants, a Belgian limited company), contend- 
ing in effect that by the terms of the bond payment was 
to be an uncertain amount to be calculated according to 
the amount of sterling that would be sufficient to purchase 
in the market on the day of payment gold of not less 
weight and fineness than that contained in the gold coin 
of the United Kingdom which would have sufficed to dis- 
charge such payment if falling due on September 1, 1928. 
That is to say, by the express terms of the gold bond 
the {100 was capable of a variable value at date of 
payment, and was not discharged by payment in legal 
tender equivalent to {100 at the due date. These gold 
bonds with similar clauses to those in this case—presently 
to be noted—are very familiar in City and banking circles, 
and it is interesting to see how the courts so far have 
interpreted the obligations of the issuing company. To 
start with, the bond was impressed all over with “ {100”’ 
and prima facie the company could discharge its 
liability to an English holder by paying in currency 
at due date {100. But the conditions endorsed on the 
bond were not consistent with this, for the company 
had engaged to pay to the bearer when principal or 
interest became due “ the sum of {100 in sterling in gold 
coin of the United Kingdom of or equal to the standard 
of weight and fineness existing on September I, 1928 ’’— 
the date of issue of the bond. This condition was thrice 
repeated—in relation to principal, interest, and in the 
interest coupons attached to the bond. The holder in 
the test case before the courts said this condition limited 
and defined ‘“ £100’ and made it really an unascertained 
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value, and as to both interest and principal English 
holders could demand a value in legal tender equal to 
the weight and fineness of gold coins as at September 1, 
1928. On the other hand, it was argued that a {100 bond 
meant {100 in legal tender as at the due date for payment 
of principal or interest. When one has an inconsistency 
such as this, although there may be express terms they 
may have to be disregarded in order to give the real efficacy 
to the bond read as a whole; Mr. Justice Farwell so 
decided, and declared that the real contract was a simple 
contract to secure the payment of a definite sum of 
money, and if the defendants tendered that sum in 
whatever happened to be legal tender at the time when 
the sum became due they discharged their obligation. 
Otherwise you would have the inconvenience of a bond 
floating about the market that while on its face purporting 
to be worth {100, really only meant the payment of 
“an unascertained sum.’ One is here dealing with a 
commercial document and we ventured at the time to 
support the judge’s decision. The Court of Appeal has 
just affirmed that decision. It may be that the case may 
go to the House of Lords, but if it does we venture to 
prophesy no change of decision. The Master of the Rolls 
(Lord Hanworth) in his judgment pointed out that the 
bond was, by its terms, to be construed according to 
English law and the parties submitted to the jurisdiction 
of the English courts. Now by the law of England gold 
coins were withdrawn from circulation and a liability 
to pay money should be satisfied according to current 
legal tender. In the place of gold coins were Bank of 
England notes representing sterling. Lords Justices 
Lawrence and Romer concurred. The former pointed out 
that as the law in England stood now the company was 
discharged when it paid in bank notes. The original 
issuers and takers of the bonds did not have this in view, 
but the currency legislation of this country had rendered 
quite inapplicable the express condition as to gold coins 
or their equivalent in gold of the same weight and 
fineness. We do not hesitate to say that from a banking 
and commercial point of view this decision is surely 
welcome. 

This same Court of Appeal has reversed a rather dis- 
turbing decision given a few months ago by Mr. Justice 
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Eve in re M. I. G. Trust, Lid. (1932, Weekly Notes, 258; 
49 ‘‘Times"’ Law Reports 45). According to Mr. Justice 
Eve’s judgment bankers who took securities from a 
company registrable under the Companies Acts, but 
registered late by permission of the court, might run an 
unforeseen risk of having the registration declared void 
as ‘‘a fraudulant preference.’’ We did not report the case 
at the time, but in view of comments we have seen it is 
well to note the decision of the Court of Appeal upsetting 
the judgment. The facts were shortly these: M. I. G. 
Trust, Ltd., was one of the Sir Arthur Wheeler companies 
formed in 1910 for the purpose of dealing in stocks, 
shares, and other similar property. In May 1930 this 
company deposited with the Gresham Trust Co., Ltd., 
the title deeds of some Leicestershire farms as part 
security for a loan with a memorandum of deposit in 
ordinary form. This mortgage inadvertently was not 
registered within twenty-one days with the Registrar of 
Joint Stock Companies in compliance with section 792 of 
the Companies Act, 1929, and in March 1931—nearly a year 
later—the mortgagees made an application to the Chancery 
Division to extend the time for registration. The com- 
pany appeared to oppose the motion to extend the time 
at the first hearing, but on the adjourned hearing the 
solicitors for the company were directed to withdraw 
opposition, and Mr. Justice Maugham accordingly made 
an order extending the time and the equitable mortgage 
by deposit was then registered. But by that date the 
company was insolvent, and at the end of March was 
wound up compulsorily on its own petition. The 
liquidator then intervened and claimed that by with- 
drawing its opposition, and not informing the court of 
its insolvency, the company had “ suffered ’”’ a judicial 
proceeding when unable to pay its debts, and thereby 
had given a fraudulent preference to the Gresham Trust, 
the mortgagees. Hence, it was argued, that the registra- 
tion out of time “ suffered’ by the company’s with- 
drawing its opposition rendered the registration void as 
against the liquidator. This, of course, was argued by 
virtue of section 265 of the Companies Act which applies 
the fraudulent preference principles of the Law of 
Bankruptcy to insolvent companies. Mr. Justice Eve 
came to the conclusion that the liquidator was right; 
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that there was a preference—the dominant intent or 
motive being to prefer the mortgagees at the expense of 
the general body of creditors. It was said that had 
Mr. Justice Maugham had opposition before him and 
had been told of the insolvency of the company he might 
not, and probably would not, have extended the time 
for registration. 

The Court of Appeal has, however, taken quite a 
contrary view and reversed Mr. Justice Eve’s judgment, 
preserving to the mortgagees the benefit of their regis- 
tered charge. As Lord Hanworth pointed out, it did not 
at all follow that Mr. Justice Maugham would have 
refused permission to register even had the opposition 
been persisted in. The discussion to grant extended 
time for registration of charges was a very wide one—the 
section was intended to be in favour of rights acquired 
where property was charged, and failure to register in 
time was due to mere inadvertence. Even if the with- 
drawal of opposition by the company amounted to the 
“ suffering ’’ of a judicial proceeding that in itself was 
not enough. Anyone who impeached such a transaction 
as a “ fraudulent ’’ preference had to establish by affirma- 
tive evidence that the intention was to give an undue 
preference so as to be fraudulent. Mr. Justice Eve had 
acted on mere negative evidence, saying he could only 
conclude from the facts that the withdrawal of opposition 
was moved by an intent to give a fraudulent preference. 
The Court of Appeal has said before anc has now repeated 
that there must be some more positive evidence of such 
an intent. ‘‘ It must not be forgotten that there was a 
duty to effect registration and a statutory penalty for 
not doing so.”” The mere fact that opposition is with- 
drawn to an extension of time, even though the company 
was insolvent, did not amount to proof of any fraudulent 
intent. 


Appointments and Retirements 


Bank of New Zealand 

Mr. D. F. Reid has assumed the duties of London 
Manager in succession to Mr. Robert Mill, who has been 
appointed a member of the London board. Mr. Reid 
began his banking career with the Colonial Bank of New 
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Zealand, whose business was absorbed by the Bank of 
New Zealand in 1895. Since this date he has been 
attached to some twenty different offices of the Bank of 
New Zealand situated throughout New Zealand. For the 
six years ending October 1932 he was in charge of the 
Wellington branch, and prior to that was in charge of 
the Dargaville, Fielding and Palmerston North offices 
respectively. 


Crédit Lyonnais 

Mr. Alexander Schupbach is retiring from the position 
of Manager of the London office. He was educated at 
Neuchatel, Switzerland, at the College Latin and the 
Ecole de Commerce. He began his banking career with 
the Banque Cantonale Neuchateloise in 1885. In 1887 
he joined the Crédit Lyonnais, starting as a junior clerk 
and rising to the position of Manager in 1923. He is 
now retiring on the advice of his doctors, who also advise 
him to leave England for a better climate. Mr. Schupbach 
hopes to return to Switzerland before long. 


Martins Bank 


The Directors have appointed Mr. J. M. Furniss, 
Assistant General Manager, to be General Manager of 
the bank. Mr. Furniss has been in the service of the 
Bank of Liverpool and Martins Bank during the whole of 
his business career, having joined the staff of the Bank of 
Liverpool in 1894. Since that time he has held various 
positions of responsibility. He was an Inspector of the 
bank for several years and has occupied managerial 
positions in Liverpool and elsewhere. He was appointed 
Assistant Manager at the Liverpool City office in 1919, 
and the following year became Manager of the Victoria 
Street branch of the bank. In 1922 he was appointed 
District General Manager of the bank’s North-Eastern 
District at Newcastle-upon-Tyne. He held that position 
until 1926, when he became Assistant General Manager 
at Head Office. 

Mr. C. Kaye Dixon has recently retired from the 
position of Secretary, and Mr. Frank Gray has been 
appointed in his place. Mr. Dixon was educated at 
Liverpool College, and first began his banking career with 
the Bank of Liverpool, as the bank was then named, in 








46 THE BANKER 


1888. After serving at several branches he was made 
head of the securities department at Heywoods branch. 
He was appointed assistant manager of the same branch 
in March 1916, and secretary of the bank in July Ig19. 
He is a certificated Fellow of the Institute of Bankers. 

Mr. Frank Gray was for a number of years secretary 
to the General Manager, and in 1926 was appointed 
assistant manager of the Liverpool city office. In the 
following year he became sub-manager of the Victoria 
Street branch, Liverpool. 


National City Bank 


Following the acceptance of Mr. Mitchell’s resignation 
as chairman, Mr. James H. Perkins, President of the 
City Bank Farmers Trust Company, was elected chair- 
man of the board. Mr. Perkins started his business 
career with Walter Baker, Ltd., and later joined the staff 
of the American Trust Company. He then became first 
Vice-President and then President of the National Com- 
mercial Bank, Albany, and in 1914 joined the National 
City Bank as Vice-President, and afterwards Executive 
Manager. During the war he was in charge of the United 
States Red Cross organization in France. He holds 
many directorships. 


American Banking 
By a Correspondent 


T the moment that this is being written (March 7th) 
A the entire financial system of the United States 
is prostrate. Every bank, banking corporation, 

stock or commodity exchange, or other financial institu- 
tion down to the smallest over-the-counter dealer is 
closed by edict of the newly installed President. Only 
by virtue of a technicality is it possible to say that the 
country is still on the gold standard, and while the returns 
for the last day of business are not yet available it may be 
authoritatively stated that the reserves of the central 
banking system have fallen below their legal minimum. 
In such circumstances all comment is hazardous, and 
may be belied by the developments taking place within 
twenty-four hours after it is made. However, a brief 
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explanation of the events leading up to this national 
tragedy may lay the basis for some attempt to evaluate 
its ultimate significance. 

The fundamental weaknesses of the American banking 
system had been thoroughly exposed in the first three 
years of the depression when the number of banks in the 
country was reduced through failures from approximately 
25,000 to 18,000. This terrific mortality was so widely 
distributed that at the beginning of the fourth year of the 
depression there were few people in the United States 
who had not personally witnessed or experienced the 
disturbing effects of a bank failure. The marvel is 
not that the American people finally lost its head and 
attempted overnight to encash the $42,000,000,000 of 
bank deposits remaining on the books but that for so 
long it remained as calm and collected as it did in the 
face of mounting evidence of the rottenness within the 
system to which it had entrusted its funds. 

The incidents that finally touched off the panic were 
largely political in origin, but it must be conceded that the 
bankers themselves did little to arrest its spread, even 
after it had reached menacing proportions. Of the 
political causes the first in point of time was the publica- 
tion by order of the Senate of the full details of all loans 
made by the Reconstruction Finance Corporation to 
banks from the time of its inception in February 1932. 
This measure suddenly disclosed to thousands of deposi- 
tors all over the country the disturbing and not easily 
explained fact that their respective banks had been 
compelled to seek assistance from the Government. 
Where runs did not actually develop there was implanted 
the seed of suspicion. The next political factor was the 
ruthless exposure by the Senate Committee investigating 
stock market practices of the activities during the boom 
period of certain officers of the National City Bank and its 
affiliate, the National City Company. These exposures, 
bad enough in any case, were rendered doubly exciting to 
the public by the manner in which they were brought out in 
ex parte hearings. They aroused an extraordinary wave of 
popular indignation against “‘ the Wall Street bankers ”’ 
which was by no means appeased by the hurried resigna- 
tion of Charles E. Mitchell, the bank’s chairman. The 
third and most important factor was the fact that the 
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country was in a period of interregnum. A President 
rejected at the polls by an overwhelming majority of the 
people was in office, powerless to take positive action of 
any sort, while the elected leader of the people was without 
any legal authority and apparently so hopelessly at odds 
with his predecessor in office as to be unable to contrive 
any informal measures of relief. 

This was the situation when certain notable “ sore 
spots”’ in the banking situation came to the surface at 
the beginning of February. The outstanding point of 
infection was Detroit, where a bad banking situation had 
existed for some time. The Detroit banks had been 
badly managed for years, and they had suffered from two 
important weaknesses inherited from the boom period. 
In financing the real estate speculation in Detroit during 
the “‘ new era’”’ the banks of that city had contrived to 
lock up an astonishing proportion of their assets in real 
estate loans and investments. Add to this the fact 
that Detroit, as the automobile capital of the world, had 
been terrifically hit by the depression. When one of the 
banks of the city, the Union Guardian Trust Company, 
found itself inextricably in difficulties the result was to 
expose the weaknesses of the remainder. Efforts to patch 
up the threatened bank over a week-end having failed, the 
Governor of the State was requested to declare a tem- 
porary bank holiday for the purpose of gaining time. On 
the wisdom of this move bankers have changed their 
testimony. The prevailing opinion on February 14, when 
the holiday came into effect, and for a few days thereafter 
was that the Governor had acted wisely and that the 
situation, while serious, would quickly be patched up. 
Subsequently, the banking leaders who had held this 
view veered round very naturally to the opinion that a 
great mistake had been made. 

The moratorium germ implanted in Michigan spread 
with extraordinary rapidity. In State after State 
bankers, faced with unusual withdrawals and knowing 
better than the public how vulnerable they were, 
embraced the device of a special banking holiday as an 
easy way of escaping the terrors of bank runs and 
suspensions. Meanwhile, leaders at the political and 
financial capitals of the country talked of “ restoring 
confidence,’’ made countless long-distance telephone calls 
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to the various centres of infection, and took no definite 
action whatsoever. The leading financial minds of the 
country, summoned to Washington by a special Com- 
mittee of the Senate to give their views on how best to 
meet the general crisis of the depression, contributed only 
two thoughts: First, that Congress should balance the 
Budget, a feat which they frankly admitted they did not 
know how to accomplish; and second, that the national 
currency should be kept “ sound.” 

Among the New York bankers a sense of security, 
since proved entirely false, was universal. These bankers, 
pointing to their own highly liquid position, assured each 
other that nothing could bring about the closing of the 
New York banks. This point of view prevailed, it may be 
added, till a few hours of 4.20 a.m. on the morning 
of March 4, when Governor Lehman of New York declared 
a banking holiday for the financial capital of the country. 
By nightfall of that day—a day which witnessed also the 
inauguration of a new President—every State in the 
Union and the District of Columbia had in effect a banking 
holiday. The first action of the new President, taken 
at midnight on March 5, was to place the “ holiday ”’ ona 
national basis and to invest the Secretary of the Treasury 
with dictatorial powers over the entire banking system. 

The final collapse of Wall Street, the last bulwark 
of the banking system, was due not to the weakness 
of the New York City banks but to the inevitable 
breakdown of the Federal Reserve System in the face 
of a nation-wide attempt to convert bank money into 
cash. How serious the attempt had become was dis- 
closed in the report of the Federal Reserve System as 
of March 1, two days before the final collapse. This 
report showed that money in circulation had risen by 
the unprecedented amount of $732,000,000 to the unpre- 
cedented total of $6,720,000,000, or nearly $1,000,000,000 
above the highest total ever reached prior to the 
outbreak of the crisis in Michigan. At the same time, 
the gold reserves of the System had been reduced 
by $226,000,000, partly through hoarding and partly 
through foreign ear-markings, and the ratio of reserves 
to combined note and deposit liabilities had fallen to 
53°5 per cent., the lowest since 1921. In meeting the 
strain put upon them by public withdrawals, the member 
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banks of the system had discounted $385,000,000 of bills, 
and had sold to the central banks $204,000,000 of 
acceptances, with the result that the total of reserve 
bank credit outstanding had risen $585,000,000. In 
the face of these huge requisitions the System was 
put upon the defensive. The Federal Reserve Bank of 
New York advanced its rediscount rate from 2} to 34 
per cent. and was followed the next day by the Federal 
Reserve Bank of Chicago. 

Even so, the demands made upon the central 
banking system during the week ended March I were 
dwarfed by the requisitions of Thursday and Friday, 
March 2 and 3. At the Federal Reserve Bank of New 
York alone on Friday $350,000,000 of currency was drawn 
and upwards of 3,000 people stormed the gold-paying 
windows of the bank to demand redemption in specie 
of their currency. At the same time foreign central 
banks and others ear-marked or withdrew for export 
$116,000,000 of gold, the largest loss for a single day 
on record. 

At the all-night conferences which took place that 
Friday night in New York and Washington it was 
disclosed that a further loss of $500,000,000 in gold 
might be expected if the Reserve Bank opened the 
following morning, even for the customary two hours of 
business. In these circumstances the fact that the New 
York Clearing House Banks held liquid assets ranging 
up to 94 per cent. of their deposits, and that by taking 
advantage of the provisions of the Glass-Steagall Act 
they were theoretically able to borrow from the Federal 
Reserve bank enough to pay off every dollar of their 
obligations to the public, had little practical significance. 
The Reserve Bank could not have supplied the money. 
Accordingly, the Clearing House Banks were compelled 
to request the Governor of the State to declare a holiday, 
and the Federal Reserve Bank, despite its quasi- 
governmental nature, rigidly observed his edict. 

This discussion of the causes and events leading up 
to the nation-wide closing of banks would not be complete 
without mention of the Federal Reserve System’s own 
contribution to the difficulty. Early in January, it 
will be recalled, the System attempted under cover of the 
seasonal return flow of currency to lighten up its holdings 
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of government securities. Almost before the attempt 
had begun, an ominous reversal of the movement of 
currency had set in, but the Reserve Banks persisted for 
four weeks in their sales of securities, and when they at 
length reversed their policy they acted slowly, as though 
reluctant to repurchase what they had sold. With the 
outbreak of the crisis in Michigan, member bank excess 
reserves dwindled rapidly and the New York money 
market began to show signs of stringency. The Federal 
Reserve Bank of New York, instead of meeting this 
critical development in the market with decision, allowed 
the impression to get abroad that it was hesitant and 
that member banks and discount houses could not rely 
on it to see them through the pinch without serious 
losses. As a result, the discount market became 
demoralized and rates on prime bankers’ bills jumped 
from the record low of } of I per cent. by successive 
stages to no less than 3% per cent., while other money 
rates hardened proportionately and time money became 
completely unavailable. These developments could not 
fail to create alarm and uncertainty in the entire Wall 
Street community at the very moment when courage and 
assurance were most needed. 

To attempt to describe the thoughts and feelings of 
the banking community at this moment, when from the 
breaches in their walls they look out upon an inflamed and 
resentful public and hear as the first words of the chosen 
leader of the republic in his inaugural address a biting 
indictment of their minds and practices, is a problem in 
psychology rather than in financial reporting. They go 
about the task of devising emergency measures for 
meeting the crisis fearfully and with evident dependence 
upon the leadership and support of the politicians, whom 
they have so long held in contempt. 

Even in the complete uncertainties of the moment it 
seems inevitable that the banking system must be 
radically reformed. The need is for a unified national 
system rigidly supervised and operating through a 
comparatively few institutions conducting systems of 
branch offices. In other words, a system modelled 
somewhat along the lines of the British and Canadian 
ones. Clearly, this is not a task that can be accomplished 
overnight and without great pains. As for the currency, 
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it appears inevitable that for the time being at least the 
operations of the Federal Reserve Banks will have to 
be safeguarded. That this will involve restrictions 
upon specie payment is taken by most bankers as a 
foregone conclusion, but to what extent it will mean 
the depreciation of the dollar in terms of other currencies 
obviously cannot be foretold. 

The one encouraging aspect of the whole situation 
is its finality. At length the process of disintegration 
in both the banking structure itself and the public’s 
confidence in it have reached the ultimate. With all 
the banks in the country closed it is evident that the 
worst has been realized. Henceforth there will be no 
point in patching up, in staging overnight rescue parties, 
and in pathetic appeals for the restoration of public 
confidence. It should now be possible to root out by a 
ruthless surgical operation the dead and infected tissue 
in the banking body which has previously been treated 
by local applications and by attempts at faith healing. 
If this can be done, and done with some degree of 
promptness, it should be possible to start upon a 
sound basis and really to recover. The process of 
‘ individual adjustment ”’ in which bankers have placed 
their faith has broken down and there is a chance now 
that the maladjustments can be plucked out and 
discarded. 

The New York City banks are unquestionably sound. 
More than that, given the normal operation of the 
banking system as a whole they would have proved 
impregnable. The gold holdings of the country are far 
in excess of any normal requirements and the structure 
of the central banking system is essentially firm. The 
financial system has broken down because what began 
as local infections were allowed to go uncured until they 
had poisoned the entire body. 

The more sanguine members of the banking com- 
munity take comfort in the thought that perhaps we 
shall at last have inflation, that prices will rise, that 
dead assets will come to life, and that the spiral of 
deflation will be halted. It is, however, by no means 
certain that the fiscal authorities of the country will 
embrace an inflationary programme if they can by any 
means oppose it. The banking community as a whole 
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has only one thought—to get the banks reopened and to 
start again where they left off. In the meantime it is 
obvious that business is faced with a crushing paralysis 
and that extreme hardship is in store for many of the 
people. 
French Banking 
By a Correspondent 
HE rise in French short money rates, first noticeable 
in January, continued at an accelerated rate during 
February and early March. The stringency was 
most marked in the case of loans against Bons de la 
Défense Nationale, for as the following table shows, the 
one-month rate has advanced since the New Year from 
17, to 34 per cent., and the three-months’ rate from 14 
to 3} per cent. Discount rates, however, have also 
firmed up from 1} to 2; per cent., or very nearly to 
Bank rate of 2} per cent., and the market has recently 
been compelled to avail itself of the rediscount facilities 
provided by the Banque de France. 
The other money rates—which are of no particular 
importance—did not undergo a marked change. 


End of End of End of 
December, January, February, 








1932 1933 1933 
ee rate of discount... ais 14% mF 2 is Yo 
all money .. a oP aa 2% 12% 2% 

Loans on Bons de la Défense 
Nationale :— 
Market rates for 1 month a 1¢% 12% 33% 
Market rates for 3 months .. 14% 2% 34% 
Advances on securities :— 
Quoted at the Parquet .. - 4% $% 4% 
Quoted at the Coulisse 44% 43% 44% 


It will be noticed that for the first time, at least 
during the past six years, the rates on loans for Bons de 
la Défense Nationale have risen above Bank rate. The 
explanation is that the Banque de France does not 
engage in this section of the short loan market, and the 
result is that the lender cannot resort to the Banque de 
France, but can only obtain the release of his funds by 
finding some other member of the money market who 
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is prepared to take over his loan. Since the middle of 
February, it has become increasingly difficult to arrange 
this, as very few members of the market have been 
willing to make this class of loan, and so the increase in 
rates is readily explained. One result of this advance 
is that the rate for loans against Bons de la Défense 
Nationale is now higher than the yield on the bonds 
themselves, even though this last has lately been raised 
from 2$ to 3 per cent. Such an anomaly has never 
existed before. 

What really has happened is explained below. 

In the first place, market resources have diminished 
considerably. The French banks have taken up Treasury 
bills of 12 milliard francs, which have absorbed a large 
part of their cash resources. At the same time, they 
had to face a withdrawal of deposits. The uneasiness 
of the public has resulted in an increase in the hoarding 
of bank notes through the withdrawal of deposits, which 
has again reduced the market resources. 

In the second place, the gold reserve of the Banque de 
France has shown a fairly pronounced decline, amounting 
to about 2 milliards of francs, since November last. 
This has brought about a corresponding decline in the 
resources of the money market. 

In the third place, the Banque de France has decided 
not to rediscount any Treasury Bills, or, at any rate, 
only to accept them for rediscount in exceptional cases. 
This decision has created a strong impression upon the 
money market. The leading commercial banks were not 
affected by it; as it has always been their principle not 
to fall back upon the central banks, they have not taken 
up more Treasury bills than they have been able to 
carry. In other words, they invested in Treasury bills 
only that part of their liquid resources which was in 
excess of their requirements. The smaller banks, how- 
ever, did not pursue a similar policy, for guided by 
the belief that Treasury bills have always been eligible 
for rediscount, they have taken up relatively large 
amounts. After the decision of the Banque de France, 
they were compelled to increase their cash reserve by 
realizing in the market part of their holdings of Treasury 
bills and Bons de la Défense Nationale. As, however, 
the market was rather narrow, they found it difficult to 
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place their holdings. In actual fact, the Caisse des 
Dépéts et Consignations was practically the only buyer, 
and this institution was only interested, in Bons de la 
Défense Nationale. It did not take any Treasury 
bills, and as a result the latter ceased to be negotiable. 
Besides, it imposed on the sellers strict terms; for 
3 months’ loans it charged a rate of 3} per cent. In any 
case, it provided only a limited assistance to the market, 
and those banks which were desirous of increasing their 
cash reserves had to fall back upon the Banque de 
France. The central institution, while declining to 
rediscount Treasury bills, continued to rediscount com- 
mercial bills. Discounts showed an increase in February, 
which is significant, because until then the market was 
able to do without the assistance of the central bank. 


End of End of End of 
December, January, February, 





1932 1933 1933 
ASSETS. (Millions of francs) 
Gold reserve .. ‘ia - .. 83,017 82,167 81,017 
Foreign exchange reserves (total) .. 4,222 4,172 4,140 
Sight aa — - oe 2,938 2,940 2,602 
Time “ia i - ot 1,284 1,232 1,538 
Discounts (total) Be - es 3,699 3,404 3,505 
Inland Bills ia a ‘ica 3,437 3,142 3,304 
Foreign bills ‘i ih es 262 262 261 
Advances on bullion. . a a 1,468 1,493 1,379 
Advances on securities re me 2,516 2,537 2,581 
Bonds of the Caisse Autonome .. 6,802 6,680 6,647 
LIABILITIES 
Note circulation or ad .. 85,028 83,314 83,986 
Current accounts and deposits : 

(total) .. Ae Le os. 22,383 22,743 20,957 
Treasury .. i - es 193 186 154 
Caisse Autonome .. i i 2,118 2,082 2,071 
Private accounts .. - .. 19,813 20,186 18,457 
Sundry a - ‘a 7 259 289 274 

Total of sight liabilities .. .. 107,41I 106,057 104,943 


Percentage of note cover (gold only) 77°29%  77°47% 77:°20% 


During February the discounts of the Banque de 
France advanced from 3,404 millions to 3,565 millions, 
this being the first time since 1931 that an increase was 
registered. It did not result in an increase of sight 
liabilities, owing to the fresh decline in the gold reserve 
by over one milliard francs in February. In fact, the 








56 THE BANKER 


total sight liabilities declined from 106,057 millions to 
104,943 millions. 

Unless some unexpected factor intervenes, the dis- 
counts of the Banque de France are likely further to 
increase. The Treasury will have to continue to raise 
funds in the market. Although Parliament has voted 
some economies and new taxes, the budgetary deficit 
remains. It will be necessary to issue Treasury Bills 
amounting up to four milliard francs. At the same 
time, the Treasury has to face non-budgetary disburse- 
ments of at least 4 milliard francs, and these require- 
ments will also have to be covered in the market. Thus, 
it is having to borrow some 8 milliard francs. This 
figure is in excess of existing market resources. The 
leading industrial enterprises which are in the habit of 
employing in the money market part of their funds are 
endeavouring to call in their loans, and the same is the 
case with the small banks. The situation of the four 
leading commercial banks remains excellent, but their 
cash reserve has declined to a level which precludes their 
acquisition of additional Treasury bills. The figures for 
February are not yet available, but those for December 
show a marked decline of cash and an increase of 


discounts. 


Crédit Lyonnais, Comptoir National d’Escompte, Société Générale and 
Crédit Industriel et Commercial. 
Dec. 31, Nov. 30, Dec. 31, 


1931 1932 1932 
ASSETS (Millions of francs) 
Cash and with the sae de France 11,483 10,667 9,089 
Correspondents ‘i ‘ on 2,147 937 856 
Discounts .. ss és .. 18,269 21,170 21,932 
Advances, etc. “a ih I,100 1,058 1,044 
Current account debits - -. 8992 7,905 8,011 
LIABILITIES 

Current accounts and deposits :— 

Sight “4 - +s -» 37,023 37,257 36,491 

Time ig ba es a 1,222 5,353 1,268 
Bills payable .. sia ws - 576 288 295 
Securities és ‘ he é 233 233 233 
Capital and reserves . ea ws 2,863 2,877 2,877 


During December, 1932, the cash reserve declined 
from 10,667 millions to 9,089 millions, while discounts 
increased from 21,170 millions to 21,932 millions. The 
comparison of the end-of-year figures for 1931 and 1932 
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is particularly interesting. During 1932, cash resources 
declined by 2,400 millions, and discounts increased by 
3,700 millions. These changes indicate the influence of 
Treasury bill issues upon the banking situation. Actually, 
Treasury bills are included in “ discounts,” and the 
increase of that item was due exclusively to the acquisi- 
tion of Treasury bills. In fact, the amount acquired is 
larger than the increase shown by the returns, for, 
owing to the crisis, the amount of commercial bills has 
declined. But for the Treasury bill issues, total 
discounts would have contracted as well. 

Current accounts and deposits declined by 800 millions 
in December last. This was due in part to end-of-year 
influences, but hoarding also played a certain part. 

Since December, the situation of the leading banks 
has again weakened. Their cash resources further 
declined through Treasury operations and withdrawals 
of deposits. Although their liquidity remains satisfactory 
they are no longer able to acquire fresh Treasury bills. 
In any case, they decided not to increase further their 
holdings. 

This is the reason why the Government has decided 
to issue a consolidation loan. It hopes to reduce thereby 
the amount of Treasury bills outstanding, and thus to 
improve the liquidity of the banks. In that case it 
would be able to place new Treasury bills at a later date. 

However it may be, the money market will remain 
firm for some weeks at least. The Banque de France 
will have to increase its rediscounts, and it is even 
possible that the Bank rate will have to be raised. The 
only way to avoid an increase of the tension in the 
money market would be the resumption of gold imports. 
The French monetary authorities are not at all keen on 
increasing their gold stock; they have to defend them- 
selves against entirely unjustified accusations in that 
respect. During the last few months, the French gold 
reserve kept on declining. Enlightened economists were 
pleased, for they saw in this, and not without reason, 
the beginning of a redistribution of gold through the 
free play of the gold standard. Between the end of 
November and the end of February, the gold stock 
declined from 83,342 millions to 81,017 millions, a loss 
of over 2,300 millions. 
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In normal conditions, gold would tend to leave France, 
for several reasons. We live, however, in abnormal 
times. The American banking crisis, the consequences 
of which cannot be appreciated at the time of writing, 
has perturbed international gold movements considerably. 
Gold is coming once more to France, this time from 
Holland and Switzerland. 

It is impossible to foresee whether this movement 
will continue. Nobody wants it in France, and nobody 
can foresee the repercussions on international opinion. 
Anyhow, it is evident that, should it continue, it would 
improve money conditions in France. In that case, 
rediscount credits will not be used to such extent as to 
necessitate an increase of the Bank rate. This factor 
need not be relied upon, however, to a too great extent, 
and stringent money conditions have to be envisaged for 
the near future. 


German Banking 


By a Correspondent 


HE American crisis has only affected the economic 
situation in Germany and the position of German 
banks to a moderate extent. This was due in part 

to the fact that internal political developments have 
monopolized the attention of Germany. Besides, the 
economic links between Germany and foreign countries 
in general and the United States in particular are not 
nearly as close as they were a few years ago. In con- 
sequence of the Standstill Agreements and exchange 
restrictions, the German Bourses and the foreign exchange 
market have become largely independent of foreign 
influence. Thus, the Reichsbank was in a position to 
quote an official rate for the dollar even during the bank 
holidays in the United States. The Berlin quotations 
are made only for internal purposes, and the risk of the 
Reichsbank in buying dollars at the official rate was not 
great, as the amounts involved were moderate. Neither 
the banks nor industries have substantial foreign claims. 
The foreign indebtedness is very large, but a depreciation 
of the dollar would only benefit Standstill debtors (about 
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2,000 million reichsmarks), for the long-term loans (about 
8,000 million reichsmarks) are issued in gold dollars. 

The stability of the reichsmark was not suspected 
lately, although simultaneously with the American crisis 
the gold cover of the Reichsbank has declined materially. 
On March 4 the Reichsbank repaid part of the rediscount 
credit granted by the foreign central banks in June 1931. 
The amount of the repayment was $16 millions, and it 
could only be made through the shipment of gold. Asa 
result the gold and foreign exchange reserve of the 
Reichsbank declined to 850 million reichsmarks, and 
the reserve ratio to 26 per cent. German opinion has 
become accustomed however, during the last two years 
not to bother much about reserve ratio, so that even a 
full repayment of the central bank credit and a decline 
of the reserve to 300 to 400 million reichsmarks would 
hardly cause uneasiness. 

Simultaneously with the repayment, the interest rate 
for the balance was lowered from 5 to 4 per cent. The 
Reichsbank attaches particular importance to the reduc- 
tion of the interest rates on foreign credits, as well as 
those on internal credits. It succeeded in attaining a 
reduction of the interest rate on Standstill credits by 
about 4 per cent. to about 4} per cent. 

Immediately after the conclusion of the new Standstill 
Agreement, it was expected that the bank rate would be 
lowered from 4 to 34 per cent. Until then, the reduction 
could not have been made, as it would have made internal 
credits cheaper than foreign acceptance credits. The 
favourable opportunity for a reduction of the bank rate 
did not, however, last for more than a few days. When 
certain of the Federal Reserve banks raised their redis- 
count rate from 2} to 3} per cent., the interest charges 
on German Standstill credits underwent a fresh rise. 
Moreover, the liquidity of the German money market 
was less pronounced after the end of February. The day- 
to-day money rate is 43 per cent., against under 4 per 
cent. in January, and the Reichsbank’s facilities were 
used to a greater extent (2,719 millions, against 2,551 
millions at the end of January). It is left to be seen 
whether the turn in the trend is of a lasting nature. In 
any case, the Reichsbank has postponed for the time 
being the reduction of its bank rate. 
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The rigidity of interest rates on long-term loans has 
been subject to much discussion lately. In official state- 
ments a reduction was repeatedly declared to be a neces- 
sary task. With a further decline of German exports 
it may become impossible to pay the interest in full, 
and Germany may be compelled herself to cut the interest 
rates. 

Amongst the provisions of the new Standstill Agree- 
ment, the one concerning “ registered marks”’ affects the 
German banks to the greatest extent. The foreign 
creditors are entitled to demand substantial repayments, 
altogether about goo million reichsmarks, of which 
600 million reichsmarks concerns German banks. In 
spite of this, the German banks are counting on only a 
relatively moderate reduction of their credits. For the 
repayment is made in reichsmarks, and the amounts thus 
repaid will be registered and will have to be employed in 
some form in Germany itself. Should the creditors avail 
themselves of their rights to a great extent the money 
will in some form or other find its way back to the banks. 
The sellers of German securities against ‘ registered 
marks ”’ or the German borrowers of “ registered marks ”’ 
will eventually increase their deposits with German 
banks. Owing to the small number of banks there is no 
likelihood even of a heavy redistribution of the total as 
between the banks. 

The market rise of share prices that followed Herr 
Hitler’s victory on March 4 is of no particular significance 
from the point of view of the banks. The turnover of their 
securities departments has, of course, increased, but the 
banks would have been much more interested in a rise of 
bonds, for their portfolio consists mainly of bonds, in 
addition to industrial shares which they had to take over 
in consequence of reconstructions, and which are unsale- 
able in spite of the upward movement. The market of 
fixed interest-bearing securities has shown for the present 
no revival of activity, and the new issue market, in which 
the banks are particularly concerned, also remains 
lifeless. Between the middle of February and the middle 
of March there were three large issues, but only one of 
them was successful. The State of Bavaria was able to 
issue a 6 per cent. loan of 40 million reichsmarks at 924 
for the conversion of previous liabilities. Similar attempts 
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of the State of Saxony (40 million reichsmarks) and the 
City of Berlin (20 million reichsmarks) were less success- 
ful. The lists had to be kept open beyond the period 
stated, as only about half of the amounts was applied for. 
There is thus no question of new issues for conversion of 
bank debts. 

Owing to the political upheavals, most big German 
banks have not yet published their balance sheets for 
1932. Since the publication of the accounts of the 
Reichskredit-Gesellschaft and the Berliner Handels- 
Gesellschaft, dealt with in THE BANKER last month, only 
a small number of mortgage banks have published their 
figures, while the leading commercial banks have not yet 
prepared their balance sheets. The accounts of the mort- 
gage banks are very gratifying, as they show that these 
institutions have accumulated during the good years of 
1926 to 1930 sufficient hidden reserves to enable them to 
hold their own even in these difficult times. Although 
many mortgage debtors were unable to meet their 
interest charges—for the private mortgage banks, engaged 
almost exclusively in loans on urban property, the default 
was about 10 per cent.—the mortgage banks were not 
only able to pay the interest on their mortgage bonds, but 
also to pay a dividend to their shareholders. Amongst 
the leading mortgage banks, the Bayerische Hypotheken- 
und Wechselbank reduced its dividend from 5 to 4 per 
cent., while the Bayerische Vereinsbank maintained its 
dividend at 5 per cent. 


International Banking Keview 


SWITZERLAND 

HE annual report of the Swiss National Bank 
states that, throughout 1932, an exceptional degree 
of liquidity prevailed in the Swiss money market. 

The bank’s sight liabilities increased from 962 million 
francs to 1,258 million francs. Fine bank bill rates 
declined from 13 to 1} per cent. early in 1932, but were 
maintained at that level for the rest of the year by an 
agreement between the banks. The extent to which the 
rediscount facilities of the National Bank were used 
declined. Commercial bills discounted now represent 
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only 1 per cent. of the note issue, while the average for the 
last pre-war years was 26 per cent., and in Ig1g the 
proportion rose to 46 per cent. The bank rate has 
remained unchanged at 2 per cent. since January 1931. 
The National Bank has converted its foreign exchange 
holding into gold. 

Strong resentment continues to prevail in Swiss 
banking and official circles against the measures taken 
against one of the Swiss banks in connection with alleged 
evasion of taxation by French citizens. As a result, 
several French attempts to raise loans in Switzerland for 
refunding purposes have failed. 


HUNGARY 

The Hungarian Standstill Agreement with British, 
American and Swiss creditors has been renewed until 
February 1934. The new agreement follows in the main 
the existing agreement, except that it gives foreign 
creditors the right, with certain exceptions, to ask for a 
capital repayment of 5 percent. Although the existing 
foreign exchange situation in Hungary does not permit 
this repayment to be made in sterling, the pengoes so 
received may be used for certain investments in Hungary. 


PORTUGAL 

The Bank of Portugal’s report for 1932 has been 
published and makes a favourable showing. Net profits 
amounted to 13,668,000 escudos. The yield of invest- 
ments was 6 per cent. The bank’s gold reserve increased 
to 5,669,465, representing 46-6 per cent. of the note 
circulation and other liabilities. Deposits increased by 
25 per cent., and discounts decreased by about 20 per cent. 


ROUMANIA 

M. Madgearu, the Finance Minister, has introduced a 
Bill providing for the payment of the Government’s 
arrears of salaries, pensions, contractors’ claims, etc. 
amounting to 6,815,510,000 lei (about {11 millions at 
the current rate of exchange) in the form of notes bearing 
interest at 4 per cent., free of tax. Although the new 
notes are not legal tender, they are likely to be readily 
accepted at their face value, for they can be used for the 
payment of taxes, and the National Bank is prepared to 
accept them as security against loans. They will be 
dealt with in the Bourse free of stamp duty. 
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The measure employed in Roumania is expected to 
result in a revival of business activity. It will lead to an 
increase of solvent demand for goods, and will enable the 
peasants to sell their surplus produce. From a banking 
point of view, many of the frozen debts may become 
liquid as a result of the increase of business activity. 


GREECE 

According to a statement issued by the new Greek 
Government, measures will be taken to strengthen the 
banks. By various fusions which were under considera- 
tion the banking system might be consolidated, and in 
such manner as to save expense and minimize risk. 
M. Maximos, the Minister of Foreign Affairs, declared to 
the foreign correspondents that monetary stability at 
home and the balance of accounts with foreign countries 
will receive the most careful consideration of the new 
Greek Government, which would attempt to reach an 
agreement with Greece’s foreign creditors. 


AUSTRIA 

Two emergency decrees relating to banking have been 
issued by the Cabinet under the dictatorial power assumed 
in connection with the threatening internal disturbances. 
After closely studying the banking situation, the Govern- 
ment issued a decree providing for the reduction in the 
number of high officials employed by banks, and of their 
cost of administration. A second decree provides for the 
simplification of the relations between the banks and their 
debtors, especially industrial debtors. Asa result of the 
new measures, the banks have recovered their freedom 
to make drastic cuts in their overhead charges which 
was hitherto impossible, owing to the collective agree- 
ments and legislation introduced after the War under 
Socialist pressure. 


Banking Keviews 
English Reviews 
N view of subsequent events the February-March issue 
i of the MIDLAND BANK review is of special interest, as 
it contains an able article on ‘‘ The Dollar and Gold : 


the Possibilities of Separation or Devaluation.”” The 
writer considers that only a terrific loss of confidence 
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could drive America off the gold standard, though it is 
possible that she may be forced to resort to a gold bullion 
standard on the post-war British model. He examines 
the question of devaluation and points out that “it 
would achieve results little or no more favourable than 
can be secured by monetary management without any 
alteration in the gold content of the dollar.”” Further, in 
order to achieve devaluation, legislation would have to be 
passed through both houses of the Federal Congress and 
signed by the President, which would take time, and yet 
it would be essential that the new gold content of the 
dollar should be brought into force immediately to avoid 
disturbance and speculation. Thus the practical difficul- 
ties are considerable. In the space at our disposal we are 
unable to discuss the writer’s conclusions concerning 
the probable effects of devaluation upon the balance of 
international payments and gold production in South 
Africa, but they are worthy of the attention of our 
readers. He concludes that devaluation of the dollar 
would drive another nail into the coffin of the gold 
standard, and hence it is hardly likely that America, for 
the sake of small and problematical benefits, will be 
prepared to take such action, for she “ still has a vested 
interest in the gold standard larger than that of any other 
country.” 

BARCLAYS BANK review for March, in an article 
entitled ‘‘ Budget Policy,” resolutely sets its face against 
a reduction of taxation by budgeting for a deficit, but 
tentatively suggests the possibility of temporarily easing 
the situation by a suspension of the sinking fund, at the 
same time attempting to effect further economies in 
national and local expenditure. The article stresses the 
impossibility of any further increase in taxation and 
points out that ‘‘ the longer the depression lasts, the more 
difficult does the raising of the necessary revenue become, 
for the decline in industrial activity leads to a falling off 
in the yield of a number of important taxes.”” The writer, 
in the main, avoids the difficult, but all-important 
question of the effect upon national prosperity of schemes 
of capital expenditure by Government or local authorities 
He does, it is true, approve of such schemes provided 
they do not involve further burdens upon the taxpayer or 
the ratepayer, but it is not always easy to decide whether 
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certain schemes are likely to fall into the self-supporting 
category, or not. Moreover, schemes which primarily 
show a burden for the taxpayer may ultimately, by an 
increase in the national income, actually lighten the 
burden which he has borne in the past. 

The same subject is discussed from a different angle in 
Lioyps BANK review for March, in an able article from 
the pen of Mr. Aylmer Vallance. He does not believe 
that the industrial machine has permanently displaced 
labour and that a solution for unemployment can be 
found only in a reduction in the length of the working 
day; rather, he believes that the field for satisfaction of 
needs is practically limitless, and the main problem is to 
find a satisfactory method of stimulating consumption 
and capital investment. Under present conditions he 
considers that a Government policy of Jazssez-faire will 
not be successful in bringing about industrial revival. 
An “ artificial’ stimulus is needed, and can be applied by 
governmental concentration of capital investment upon 
forms of production the output of which does not bring 
down directly the prices of marketable goods, e.g. housing 
and slum clearance. The writer is fully aware of the 
various objections to this doctrine, but he feels that “‘ the 
social and political dangers courted by those who would 
oppose governmental stimulus to production .. . are 
formidable.” The article should be studied by all who 
are interested in this highly controversial subject. 

The February number of the WESTMINSTER BANK 
review reports the speech of the chairman at the Annual 
General Meeting of the Bank, to which reference was 
made in our March issue. 


Foreign Reviews 

The Monthly Review for February issued by the 
Moscow Naropny BANK contains an article entitled 
‘‘ British Exports and the Soviet Market,” wherein it is 
stated that Soviet Russia was the only country last year 
which increased its imports from Great Britain. The 
principal lines exported to Russia were iron and steel 
goods. It is interesting to note that, in 1932, 50 per cent. 
of the machine tools exported from Great Britain were 
sent to Russia. The writer of the article points out, 
however, that in 1933 there will be a marked decrease in 
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exports from this country to Russia owing to the con- 
ditions created in 1932 by the withdrawal of credit 
arrangements which were established in 1931 and on 
which the trade in 1932 was based. 

We have received this month the 25th Report of the 
BANQUE NATIONALE SUISSE. This contains an account of 
the working of the bank during 1932 and a resumé of 
financial and economic conditions relating to Switzerland 
for the same period. Full statistics are also published 
relating to all branches of financial activities. 

The Quarterly Review published in February by the 
NORDISKA FFORENINGSBANKEN, Helsingfors, gives an 
account of Finnish trade during 1932. “ In 1932 foreign 
trade again proved favourable for the country’s balance 
of payments. It provided a surplus of exports of 1,200 
million marks in round figures, or a larger surplus than 
ever before.’”’ This surplus has been obtained by a 
policy of considerably restricting imports and also 
increasing exports slightly. The effects of the general 
depression, however, have not been quite so severe in 
Finland as in most other countries. 

The February bulletin published by the NATIONAL 
BANK OF CZECHSLOVAKIA draws attention to the fact 
that, “‘ The hindrances in the international exchange of 
commodities are constantly growing . . . the world turn- 
over declining, export difficulties and slow collections of 
bills for goods exported are increasingly burdening Czecho- 
slovakia.”” Unemployment has been on the increase, 
especially in those factories manufacturing for the export 
trade. The report of the conditions in Czechoslovakia 
are far from encouraging and are a lesson on the evil 
results of high tariff policies pursued by the majority of 
nations to-day. 

Events have moved very rapidly since the publication 
of the reviews received from the United States. The 
following statement is found in the GUARANTY SURVEY 
for February. “ The recent disturbances in the banking 
field, a considerable increase in currency hoarding, 
shrinkage in bank deposits, decline in excess bank reserves, 
weakening of dollar exchange, and softness in Govern- 
ment bonds, all serve to call attention to the importance 
of maintaining confidence in the public mind as the first 
requirement of stabilization and business recovery.” 
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This paragraph calls for no comment, for soon after its 
publication the moratorium was proclaimed in the United 
States. 

The writer in this review devotes some considerable 
space to the problem of “‘ Technocracy”’ or ‘“‘ Planned 
Economy,” of which we have read a great deal in the 
daily Press. Generally speaking, the writer is not in 
favour of any system of planned economy and seems to 
favour the continuance of the present competitive 
system with a little planning. As examples of the failure 
of planning he quotes the failure of the Stevenson plan 
for rubber, Brazil’s attempt to “valorize’”’ coffee, 
restriction of sugar production in Cuba, and the Federal 
Farm Board’s policy with regard to wheat. We are 
inclined to think that all these examples are efforts at 
bolstering up high prices and not a planned attempt 
at the more scientific growing of commodities. The only 
country where the ‘ Technocrats” hold full sway is 
Russia, and this is brushed aside in a few lines by the 
writer and is stated to be a complete failure. He does, 
however, conclude by saying : “‘ What must be sought is a 
workable system somewhere between the two extremes, 
embodying as many as possible of the advantages, and 
avoiding the most serious weaknesses of both.” 

Some interesting notes on general business conditions 
in America appear in the March issue of the NATIONAL 
City BANK OF NEW YorRK review. The article was 
written before the general banking moratorium and 
discusses the difficulties which the American banking 
system has had to meet. The writer emphasizes the liquid 
position of the New York banks, stating that at the end 
of 1932 they held cash items, United States Government 
securities and demand loans to brokers (equivalent to 
cash), “‘ equalling nearly 65 per cent. of their deposits, 
without counting commercial loans eligible for rediscount 
at the Reserve Bank, for which no figure is available.” 
He enumerates the reasons for the “ frozen’ condition 
of bank credit in other parts of the country, but we feel 
that he hardly lays sutficient emphasis upon the large 
proportion of bank investment which has taken place in 
real estate—a form of investment which can never be 
liquidated rapidly in times of emergency. 


K* 
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Books 


THE RoyaLt Mair Case. Edited by COLLIN BRooks. 
(William Hodge & Co., Ltd. tos. 6d. net.) 


Tuis is the latest volume of the familiar series known 
as “‘ Notable British Trials.”” Truly the trial of Lord 
Kylsant and Mr. Morland at the Central Criminal Court 
was notable. It was not only that a great company 
chairman and a prominent auditor were concerned in it. 
The poignant personal interest was of less public moment 
than the very exhaustive examination in a criminal court 
of the law and practice of modern “ group finance,’’ of 
the treatment of “‘ reserves’ in preparation of accounts 
and for purposes of dividend, and the relation of commer- 
cial morality to the limits of disclosure of facts and 
figures as up to that time tolerated by company law and 
practice. Indeed, the trial has marked a turning point 
in the development of company accountancy and adminis- 
tration, and its facts and lessons have had, and will yet 
have, a considerable influence in shaping reform and 
readjustment. The main object of this substantial 
octavo volume is to provide an accessible permanent 
record from the inception of the proceedings to the 
unsuccessful appeal of Lord Kylsant. The personal note 
is not stressed. The real value of the trial lies in the 
detailed examination of the expert witnesses on company 
accountancy, and particularly in the summing up of Mr. 
Justice Wright (now Lord Wright of Durley). Mr. 
Collin Brooks has done his work of collation and editing 
with a thoroughness and a skill that deserve the fullest 
praise. He has not only used the official shorthand notes, 
but has compared other accounts and has had the assist- 
ance on certain points of not a few of the men who figured 
prominently in the proceedings. Lord Wright of Durley, 
who tried the case, has accepted the dedication of the 
book to himself. It is not too much to say, as is claimed 
by Mr. Collin Brooks and the publishers, that such a 
work is a real necessity, and we can cordially recommend 
it as a welcome and most desirable addition to the 
library of every banker and, indeed, anyone vitally 
interested in company administration and the possible 
new developments arising from the facts disclosed by 
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the trial. If the book did no more than has been already 
indicated its value would be apparent, but its worth is 
considerably enhanced by a most skilful and careful 
introduction by Mr. Collin Brooks setting out “the 
circumstances and background of the case ”’ and pointing 
the full significance of its impact upon the developed 
modern practice in the company World. This introduc- 
tion is really a most informative and discriminating 
commentary on the important and vital issues raised by 
the trial. Together with the full and accurate report of 
the trial it affords a most valuable contribution to the 
history of the later developments of public company 
finance and management as regards both shareholders 
and the investing public generally and much material 
for the framing of future practice. 


TATE’s MonEy MANUAL. Vol. II. By Wiutiiam F. 
SPALDING. (London, 1933. Sir Isaac Pitman 
& Sons. Price 7s. 6d.) 


As it is difficult to revise ‘‘ Tate’s Modern Cambist ”’ 
at sufficiently frequent intervals to keep pace with the 
changes in the immense material it covers, its publishers 
have undertaken to bring it up to date by means of 
frequent supplements. The present volume is the 
second of these supplements, and contains the changes 
that have taken place in currency legislation and practice 
since January 1931. It contains a wealth of data indis- 
pensable for reference purposes, and in this respect it 
may be said to be better than any other publication 
covering the same field. This does not mean, however, 
that it is all that it ought to have been to meet require- 
ments. In many respects it is not up to date, and does 
not contain sufficient details of recent developments. 
For instance, all we learn about the situation as regards 
Japan is that, “‘ On December 11, 1931, Japan placed an 
embargo on the export of gold, and on December 17, 
1931, the Bank of Japan announced the suspension of 
the convertibility of its notes into gold.” Surely, the 
author had more than a year for obtaining detailed 
information about the exact nature of the new regula- 
tions. Again, he would have rendered an immense 
service if, under the heading of Hungary, he had provided 
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a concise guide to the maze of the seven or eight different 
categories of pengo. But if he felt that such a guide 
would have become out of date before it could be pub- 
lished, we can only sympathize. 


THE GOLD STANDARD IN THEORY AND PRACTICE. 1933 
Edition. By R. G. Hawtrey. (London, 1933. 
Longmans, Green & Co. Price 5s.) 


THOSE who find it too big an undertaking to read Mr. 
Hawtrey’s excellent book, ‘‘ The Art of Central Banking,” 
will find in the last three chapters of the third edition of 
his smaller book a summary of his ideas about the drama- 
tic events of the last few years. It contains some interest- 
ing and hitherto unpublished facts. For instance, it was 
not generally known until now that the official purchases 
of foreign currencies for the repayment of the Franco- 
American credits of £130 millions was not completed 
until the end of March 1932. Mr. Hawtrey attributes 
most of the world’s troubles since we went off the gold 
standard to the pound not having depreciated enough to 
suit the other countries that have left gold. There is 
much to be said for his contention, though the reverse 
of the medal would have been the accentuation of the 
process of deflation in gold countries. 


FREE Money. By J. HENRY Bucui. With a Preface by 
the Rt. Hon. GEORGE LANsBuRY. (London, 1933. 
Search Publishing Co. Price 5s.) 


THIs is an interesting and stimulating book, proposing 
the imposition of a stamp duty on bank notes, so as to 
prevent hoarding and to accelerate circulation. It is 
doubtful whether in a country such as Great Britain, 
where hoarding is practically unknown, the advantages 
of the scheme would compensate the public for its con- 
siderable inconveniences. 


BRITISH INDUSTRIES AND THEIR ORGANIZATION. By 
G. C. ALLEN. (London, 1933. Longmans, Green 
& Co. Price Ios. 6d.) 


OwinG to the uncertainty of the future financial 
policy of this country, the author has avoided a detailed 

















BOOKS - 


discussion of the effect of the suspension of the gold 
standard upon British industrial developments. Never- 
theless, the book is of considerable practical interest to 
those desirous of keeping themselves up to date about 
fundamental industrial tendencies. 


LASTING PROSPERITY. By A. G. McGreGor. (London, 
1933. Sir Isaac Pitman & Sons. Price 7s. 6d.) 


Tuts book is recommended on its cover on the ground 
that its author is a noted engineer, known for his re- 
sourcefulness in the solution of intricate engineering 
problems. It seems doubtful whether in engineering 
circles books by Mr. Keynes or Mr. Hawtrey on intricate 
engineering problems would be received with enthusiasm, 
and that their authority on currency questions would be 
accepted as a recommendation. Still, so long as there are 
any number of professional economists who ought to 
know better and who believe that monetary conjurors’ 
tricks could solve the riddle of the universe, outsiders can 
hardly be blamed for coming forward with similar 
proposals. 


PUBLICATIONS RECEIVED 
THE PARISH Pump : AN ACCOUNT OF THE WAYS IN WHICH 
YouR RATES ARE SPENT. By C. KENT WRIGHT. 
(London, 1933. Ivor Nicholson & Watson. Price 
Is.) 


THE MoNnEy MACHINE. By ALEC WILSON. With a 
Prefatory Note by DR. ROBERT EISLER. (London, 
1933. Search Publishing Co. Price 2s. 6d.) 


How To MAKE A SPEECH. By HERBERT N. CASSON. 
(London, 1933. The Efficiency Magazine. Price 
Is.) 


THE LonDON MONEY MARKET. Fifth Edition. By 
WILLIAM F. SPALDING. (London, 1933. Sir Isaac 
Pitman & Sons. Price Ios. 6d.) 
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Table I GOLD HOLDINGS OF 


(IN MILLIONS OF £) 







































































| | | GERMANY 
} 2 | | NETHER 
JENGLAND| U.S.A. | FRANCE | BELGIUM | “}\ypg’ | DENMARK| NORWAY | SWEDEN RU 
| | | | | | Total | Abros 
| —— _ 
als oar i =; | = — eo oe es — 7a 
1930 
JANUARY... | 150°5 | 601°9 | 341-8 33-6 | 37-0 9°5 8-1 | 13-5 | 111-8 73) 3 
APRIL ..| 156°:2 | 620-9 341-0 23-8 35-7 9°5 8:1 | 18-4 | 124-5 73 3. 
JULY as 156-3 615°1 355°6 34°3 35-7 9°5 8-1 13-3 | 128-2 7:3 4) 
OCTOBER .. 155°6 611-0 395°3 | 36-2 32°7 9°5 8-1 | 13-3 | 119-6 73 a! 
1931 P 
JANUARY... | 145-9 604-3 432-6 39-2 | 35-2 9-5 8-1 | 18-3 | 108-5 10-9, 51 
APRIL .. | 144°5 640°1 451-6 41-1 | 36-8 9-5 8-1 13-2 | 114-7 10-2 |! 58 
JULY -. | 163-3 | 701-1 | 452-7 41-0 41-1 9-5 8-1 13-1 69°6 5:7 33 
OCTOBER .. 134°38 644-9 | 481°5 71°3 53-0 9-0 8-0 10-9 63°7 49 60 
| ! | 
1932 | | | 
JANUARY... 120:7 | 613-9 | 554-4 72°8 73°3 7-9 85 11:3 | 48-2 5:5 : 
FEBRUARY 120-8 610-4 576-6 72-4 | 71°5 8-1 8:5 11-3 | 46-4 3°2 67 
MARCH 20°8 603-9 | 609°8 72-0 | 72:6 8-0 8-5 11-3 45°4 3+4 7 
APRIL .. | 120°8 620-1 618-2 71-8 | 73-2 8-0 8°5 11-3 43-0 39, Oo 
May ee 120-8 619-4 | 626-9 72-1 75°2 8-0 8:5 | 11:3 42-0 4°6 67 
JUNE a 131°7 565°2 | 645-4 72:7 | 78-9 8-0 8°5 11°3 42-2 4:3 68 
JULY if 136-1 530-0 662°8 73°3 | 81-0 74 8°3 11-3 40'7 | 4:3 68 
AUGUST .. 138°6 538°6 | 661-5 75-1 84°3 7:3 7°8 | 11°3 37°5 3:1 il 
SEPTEMBER 138-9 569-8 662-0 74°8 85-2 7°3 7°8 11-3 37°6 3:1 73 
OCTOBER... 139+4 591°5 665 °2 73°8 85-5 7°3 7:8 11-3 39-0 31 79) 
NOVEMBER 139-4 617:1 | 668-5 74°6 | 85-5 7°3 7-9 | 11-3 40-0 3-0 “ 
DECEMBER 139-4 626-6 671-1 74°3 85°3 7°3 7-9 11°3 40°5 2-8 
1933 
JANUARY .. 119°8 647-°0 | 668-4 74°2 85°3 7°3 79 11-3 39-5 2-1 
FEBRUARY 126-4 668-9 | 659°3 74°6 84°9 7:3 7:9 11-3 | 40°2 1-9 aa 
MARCH .. 150-2 594-5 653-0 75:4 83 8-0 | 11:3 | 37-6 2:3 = 





1 The figures are taken from the retum | 92 ¢ 
2 Excluding a small amount held inte} Ban 
3 Gold and silver holdings. | 


Table IIT CREDIT AND CURRENCY (millions of £) 


2 
BANK OF ENGLAND 





1 
CLEARING BANKS 
































| | | Other Deposits* Government 
D . } ‘ast | i —- _ eg ma ae Re pen Notes in 
leposits | Cash | Advances etic . teserve Circulation® 
Total Balances ment* 
| | | | 

1930 | | | 
JANUARY .. | 1,767°5 | 192-0 969-1 | 111°8 75°5 64°9 53-5 
APRIL . | 1,712-0 | 187-2 | 968-2 | 101-7 65-2 57:1 60-6 
JULY -. | 1,749-0 | 191-2 | 950-4 107-0 70°3 52-4 49-8 } 
OCTOBER .. | 1,791-0 | 188-7 | 922-3 95-9 61-0 42-2 60°6 | 

| } | 

1931 
JANUARY .. 1,835 -9 194-6 907°4 97°7 64°4 48-8 | 7 
APRIL as | 1698-1 | 175-4 923-8 91-9 56°6 32-0 a | 
JULY as 1,750°3 | 180-7 896-7 | 103-1 69-3 36°3 “3 | 
OCTOBER .. | 1,687°8 | 172-9 894-4 120-4 68°3 56°5 5°38 

] 

1932 | | | | H 
JANUARY 1,677°1 176°9 889°3 112°5 74 45°3 345:9 | 
FEBRUARY.. | 1,621-4 | 169-8 886-2 | 100-1 67-9 33°7 346-4 | 
MARCH 1,639:1 | 171-0 886-0 88-9 35°7 360°5 | 
APRIL 1,643-2 | 170-2 864°8 93-6 j2°6 352-8 | 
May 1,661:1 | 176-1 855°7 110°5 69-4 354-2 | 
JUNE 1,726°5 | 188-2 836-8 | 121°3 67-1 363-0 | 
JULY a 1,765 -2 187°+7 820°5 122-7 68-8 369-3 | 
AvausT.. | 1,812-6 | 189-6 800-7 115-0 73-1 365°3 | 
SEPTEMBER | 1,826°3 189-6 787°3 114-0 69-9 359°38 | 
OCTOBER | 1,853-3 189-5 779°9 110-9 67:0 358-4 
NOVEMBER... 1,858°8 | 190-2 769-7 127°6 68-9 358°8 
DECEMBER. . 1,943°7 | 203-1 758°4 136-2 102-4 371-2 | 

| | 

1923 | 
JANUARY .. | 1,943°3 | 210-9 749-6 135-8 | 103-4 90-6 45°4 353°2 | 
FEBRUARY | 1,917-2 | 204-6 | 751-0 | 183-3 | 98:3 | 86-4 61-0 | 356-2 | 

' 
1 Average weekly balances, nine banks. 2 Average of four or five weekly returns, 


* Since December, 1931, figures relate to last Wednesday in each month, 
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Table Scout 





CENTRAL BANKS! 



























































| | | ARGENTINA 
ISSIA | CZECHO. 18 | HUNGARY SWITZER- ea er oe 
RUSSIA | POLAND AUSTRIA |HUNGARY ITALY | 5°48 SPAIN JAPAN 
| SLOVAKIA | LAND | | Conversion | Banco de 
| | | Office la Nacion 
| | | 
7 | ——— — _-|__—— 
| | | | 
7:3 30:2 16-1 7-7 | +49 5:8 56-1 23-6 | 101-7 107-3 | 87-9 | 1:3 
7.3) 33-2 16°2 7:7 4-9 5°83 56°3 22:2 | 97:9 91:7 | 387°9 1-3 
a3) 4l7 16-2 8-0 4-9 5-3 56-3 22-9 | 98-0 go-2 | 87-9 | 1:3 
7:3 51:2 13-0 8-7 | 6-2 5:8 57°2 25-4 | 98-2 85:1 87-3 | 09 
10:9, 51-1 13-0 9-4 6-2 5 57°3 23-4 96:7 | 85:4 84:5 | 0-3 
10-2 53-2 | 13-0 9-4 6-2 4°5 57-4 25°5 96:0 | 85:9 | 77-4 O-4 
57) 387 | 13:3 os | 2 4-0 58° 33-4 96-3 | 87-3 | 64:7 0-3 
49 60-2 | 13:3 9°3 5°5 3 58:9 67°4 90°3 | 82°3 57:1 0-3 
} | | 
5° | } 
32 «(67-4 13-8 | 10-0 55 | | 87 93:1 | 89-1 48-1 | 51:8 0-2 
3-4 67°5 13°8 10-0 52 | 36 | 97-0 89-1 43-2 | 51°6 0-2 
3-9. 67°6 14:0 | 10-0 5-2 3°6 99-0 89°2 44-1 | 51-0 0-2 
4-6, 67°7 13-2 10-0 5-2 | 3:6 96-7 | 89:3 44-0 | 51-0 0-2 
43 68-0 13-2 | 10-0 5°2 3°6 96:7 | 89-3 | 44:0 | 51:0 0-2 
4:3 | 68:8 12-8 10-0 4:3 | 35 101°3 39-4 | 44-0 | 51-0 0-2 
3-1 1:7 11-2 10-0 4°3 3:5 | 103-4 89-4 | 43-9 | 51:0 , O-2 
3:1 13-3 11-1 10-0 4°3 35 | 104°6 89:5 | 43°9 51-0 | 0-2 
3:1 75°5 11-0 10-0 4°3 3-5 | 104-8 | 89:5 | 48:9 | 51°0 0-2 
3:0 . 11-3. | 10-1 4-3 | 38:5 32-6 104-6 | 89:5 } 43°9 | 51-0 0-2 
2-8 11-4 | 10-1 4:3 3°5 52-8 104°6 89:5 | 43°9 | 51:0 0-2 
| 11°5 10°3 4°3 3°5 33° 101-2 89°5 | 43-9 | 51-0 0-2 
2-1 | 
19 - | 32-6 | 10°4 4-3 | 3B |} 63:2 98-0 89:6 | 43% 51-0 0-2 
2-3 11-8 | 10-4 4:3 | 3:5 | 63-1 93-0 89-6 3:6 51-0 
[= | Met ee 4-3 | 3-5 | 66:8 | 100-3 89°6 “2 eee eee 
the ates on or nearest the first of the month. 
held int Banking Department. 
Table III GOLD MOVEMENTS 
——_—__—_- : 2 moe 
| 54nF S| UNITED KINGDOM | UNITED STATES | 
| i | net | - 4 | - wet 7 \vaalegoL D 
| Ne | : >UT 
bia | Influx (+) | Imports Exports Imports (+) | Imports Exports | !mports (+) on sole per 
= | or Efflux (—) | Rites (=) | | eastnt<) | fine ounce 
| _ ue | £ millions | £ millions _|# millions £ millions _ $ millions $ millions ls millions | £ millions 
_s | | ss aris ie ana 7 a | 
1930 | 
; JANUARY ..j| + 4 8°6 3°3 5:3 12-9 8-9 + 4:0 | 3°8 
| APRIL os + 6°6 8°38 3-0 5:8 65°38 0-1 + 65°7 3°7 
JULY 7c |) — 8:8 51 8°3 — 3-2 21-9 | 42-5 — 20-6 | 3:9 
| OCTOBER .. | + 4°8 9°3 v3 2:2 | 33°6 9°3 + 26°3 | 3°9 
| | 
| | 
| 1931 | | 
January ..| — 7°5 7°3 16-2 — 89 | 34-4 + 34°4 | 3:9 
APRIL <) = 5:9 0-9 5-0 | 49:5 | + 49:5 | 3:7 
JULY 2. | —81-7 1 10-0 | 36-8 -26-9 | 20-5 | 1:0 + 19-5 3:9 
| OCTOBER 86 | 53 33 | 60-9 | 398-6 ~337°7 4-0 
1932S | 
JANUARY .. -- |} 17-1 21-5 | — 4-4 32-9 107-9 — 75:0 4-0 
FEBRUARY .. | 16:1 | 176 | —1°5 37°6 128-2 — 90-6 3-9 
MARCH 13-0 | 12-7 | +903 | 19-2 43-9 — 24-7 4-1 
APRIL al ~— 12-2 | 5d | + 67 | 19°83 49°5 — 30°2 4-0 
May.. sr + 4:2 11-1 | 6°8 +43 | 16-7 212-2 | —195°5 4-1 
JUNE ..| + 8:9 15-4 | 6-3 + 9-1 | 18-4 226-1 —207°7 4:1 
JULY | $16 12°8 7-4 5:4 16°3 23°5 — 7:2 4-2 
AUGUST .| + 1:2 11-0 10-2 - 0-8 24°2 18-1 61 4-2 
SEPTEMBER... | + 0°5 12-1 11:0 | 1:1 28:0 | o + 28-0 4-1 
OCTOBER at — 9°3 8-2 | 1-1 20:7 | + 20°7 4-1 
NOVEMBER .. | - 9°38 5-8 4-0 21°38 + 21°8 4-1 
| DECEMBER .. —19°6 12-0 21-3 | — 9:3 100-9 _ +100-9 4-2 
| 
| 1933 | | | 
JanuaRy ..| + 6°6 | 9-3 22-3 +13°0 | | 4-1 
FEBRUARY .. | +21°4 11:3 6-1 + 5:2 | 3°8 
| | i } 
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Week ending 


1932 
OCTOBER 7 
“ 14 
” 21 
99 28 
NOVEMBER 4 
” 11 
pe 18 
* 25 
DECEMBER 2 
- 9 
. 16 
. 23 
ee 30 
1933 
JANUARY 6 
P 13 
» 20 
* 27 
FEBRUARY 3% 
es 10 
e 17 
” 24 
MARCH 3 
» 10 
17 





PAR OF EXCHANGE... 


Bank Rate 


Per cent. 


to proton bo te te te beter 


toe 


borcrcrote he bo bobo nebo 
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NEW YORK MONTREAL 
$toL 





1930 
JANUARY 
APRIL 
JULY . 
OCTOBER 


JANUARY 
APRIL 

JULY . 
OCTOBER 


1932 
JANUARY 
FEBRUARY 
MARCH .. 
APRIL 
May 
JUNE 
JULY 
AUGUST.. 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 


1933 
JANUARY 
FEBRUARY 


rr > > 


4° 
4- 
4° 
3° 


#864 





Day to 


Day 
Loan Rate 


Per cent. 


Pee O ce neem t wa HERO HEC Res mee mee 


COROT Meshes MERC Re eS RD 


$to£L 


te te 


©2 C9 CO CS CO Hm He ee ee CO i i 


we OO 


ra | 


+9222 
“8654 
+8622 
8536 


*8645 
*8621 
+8729 
*3700 


‘0377 
*9657 
*0536 
-1716 
+1539 
-2010 


4 


*0757 
*9669 
*8420 
*7233 








*7833 


*8367 
*0997 


All figures given 


Discount Rates 


Fine Trad 


Bank Bill 

$ months. | 8 b... 
Per cent. Per cent. 

Hi 24 

3 23 

be) 24 

8 2¢ 

# 24 

f 24 

$f 2 

1 ¥ 2 

1 2} 

é 24 

1 ¥s 2} 

1% 24 

1; 24 

i! 24 

i 2} 

# 24 

3 2 

if 2} 

é 2t 

#8 2t 

‘i 23 

5 2} 

# 2 

a8 23 





LONDON 
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Weekly Tender 
Rate 


Per cent. 


Treasury Bills 


Amount 
Offered 


£ millions | 


Amount 
Applied for 


£ millions 





0 
0 
0 
0 
0 
0 
0 
0 
0 
0 
v0 
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“84 
-69 
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*12 
*20 
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-59 
“39 
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Table V 








PARIS BRUSSELS 
Fr. to £ Belga to £ 
; ee 
12g°21 35°00 
123-91 34-947 
124°11 34°842 
123-67 34-810 
123-85 34°845 
123-81 34-815 
124-28 34°950 
123-82 34-818 
98 - 66 27-794 
24-689 
24-794 
26-075 
26-778 
26-212 
26-183 
25-608 
25-048 
25-038 
24-460 
23 -620 
23-658 
86-07 24-228 
87-26 24-492 





MI 


LAN 


Lire to £ 


2 
92°40 


Oo 
eine rere 


‘05 

"ade 
*879 
“804 


“865 
"352 


‘017 
‘779 


*840 


above are the rates ruling on Friday of each week. 


FOREIGN 














DAILY 
; ee = 
ZURICH MADRID 
Fr. to £ P’tas to £ 
a5"22t5 25°2215 
25-162 37-017 
25-095 38-946 
25-044 42-203 
25-020 47-141 
25-076 46-640 
25-235 47-015 
24-994 52-018 
19-823 43 +366 
582 | 40-809 
‘725 | 44-480 
“758 | 47°695 
19-299 | 48:°788 
18-786 45-289 
18-690 44-240 
| 18-256 44-041 
| 17-864 43-037 
18-018 42-798 
17-606 | 41-517 
17-018 40-0389 
17-040 40-180 
17-416 | 41-072 
17-664 | 41-488 


——_— 


1 The old parity of 25-2215 was 
2 The old parity of 25-2215 was 
3 Berne until November, 1929. 
4 Average Oct. 1 to Oct. 6, 
5 Quoted 1st—4th only. 


6 Quoted 19th—30th only. 
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NEW YORK 





l 
Market 


Discount 
Rate 


Bank Rate | Call Money 


Per cent. | Per cent. Per cent. 


i cee 


——————— 


24 # 2 
24 ts 2 
24 j i 2 
2 {6 H 1 
2+ CO % 1 
25 | 16 | 1 
2 te 1 
2 t | 1 
24 | ts l 
23 6 l 
23 16 l 
25 16 ! 
2} 16 1 
2h ie | 1 
2} is | 1 
24 ¥e 1 
24 } is 1 
2h | 16 4 
2k 16 2 
23 1 | 4 
24 t | 2 
| 2t 2% 060 | =k 
} 34 | 3% | soe 
| 34 | 2H 23 


__— 


EXCHANGES 


Table IV—cont. 


Bank Rate 


Per cent. 


2 
9 
3 
2 
9 
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Table V—cont. 


PARIS 


{ 


75 





BERLIN AMSTERDAM 
| 
Market Market | Market 
Discount Bank Rate Discount Bank Rate Discount 
Rate Rate Rate 


Per cent. 


Prk rh fe fae pad dh fh fd hf df 
Dm a BP OP OP OP KR oe ee 


OOP OR OR OR ei Dene rere 


NNN eRe eRe 


* Private discount rate from December, 1932 onwards. 











WARSAW 
Zloty to £ 


47°38 





31: 
30: 
30° 
29 +25 
29- 





Kr. to £ 


18159 

















STOCKHOLM| BOMBAY 











Per cent. Per cent. Percent. | Percent. 
} 
4 | 3% 2} ; 
1 3h 23 + 
4 3% 24 + 
4 3% 24 + 
4 3% 24 + 
4 3% 2+ + 
4 35 23 é 
4 3% 2h $ 
t 3% 24 +* 
t 3h 24 + 
t 3k zh t 
4 3% 24 t 
4 36 24 t 
4 3% 23 i 
4 3% 24 t 
4 3f 24 t 
t 3% 2h + 
$ 3% 24 t 
4 35 24 Pf 
‘ 3k 24 vs 
4 3% 24 t 
4 3% 24 * 
4 3% 24 of 
4 35 2+ * 
KOBE RIO DE | BUENOS 
| JANEIRO AIRES 
d. per Rupee d. per Yen. d. per | d. per 
Milreis. Gold aie: 
18 2¢58 =| 5°8097 47°619 
24-25 5°525 45-04 
24-38 5°743 43°71 
24°39 =| 5:°368 40°50 
24-52 (4)5-119 38-49 
17-78 24°48 4°461 34°49 
17°85 24°41 3°615 37-68 
17-81 24°40 3-579 33°61 
17°88 30-07 3°502 32°03 
18-13 25°27 | 4-290 40-08 
18°14 24-11 | 4°185 39-68 
18-15 21-43 | 4-058 38-78 
18-04 21-10 | 4-184 38-60 
17°94 20-99 | 4°710 35°82 
17-96 20°07 | 4-974 34-27 (5) 
18-06 18°64 | 5-038 39-60 (6) 
18-07 16°98 | 5-144 40-43 
18°15 16°53 |; §:*200 40°45 
18°17 16°36 5°285 41-17 
18-19 15-18 | 5:°466 42°94 
18-19 15°36 | 5-435 43°17 
18°17 14°88 | 5-380 42-24 
18°75 14°65 | 5°375 41-54 





AILY AVERAGES 
AMSTERDAM BERLIN PRAGUE 
Fl. to £ Rmk. to £ Kronen to £ 
12°107 20°43 164°25 
12-102 20°387 164°56 
12-098 20°375 164-17 
12-093 20-383 164-06 
12-061 20°412 163-78 
12-066 20-419 163-91 
12-106 20-409 164-06 
12-056 20-967 164-01 
9-630 16°702 130-68 
| 8-541 14-484 
8°555 14-534 
9-008 15°246 
| | 9263 15-788 
| 9-066 15°451 
f 9-023 15°385 
8-814 14-959 
8-632 14°595 
8-644 14-590 
| 8450 14-291 
} 8160 13+786 
| 8-151 13-758 
| 8-361 14-127 113-32 
| 8-500 14-355 115-22 
— } 
Bs Was | tbandoned as from June 25, 1928. 
4920 abandoned as from December 22, 1927. 
> 


Banks closed during remainder of month, 











1930 
JANUARY 
APRIL 
JULY... 
OCTOBER 


1931 
JANUARY 
APRIL 
JULY .. 
OCTOBER 


1932 
JANUARY 
FEBRUARY 
MARCH 
APRIL 
MAY .. 
JUNE.. 
JULY .. 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 


1933 
JANUARY 
FEBRUARY 


1930 
JANUARY 
APRIL 
JULY 
OCTOBER 


1931 
JANUARY 
APRIL 
JULY 
OCTOBER 


1932 
JANUARY 
FEBRUARY 
MARCH 
APRIL 
May 
JUNE 
JULY 
AUGUST 
SEPTEMBER 
OCTOBER 
NOVEMBER 
DECEMBER 


1933 
JANUARY 


FEBRUARY. . 


1 Daily averages. 


number of wholesale prices (1924 = 
figures published monthly, 
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Compar- 
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Total 
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clearings at London Clearing House. 
““Country”’ and Provincial) adjusted for comparative purposes, by application of Board of Trade index 
4 Average of four or five weekly returns since December, 1931, 
5 Reprinted by courtesy of the London and Cambridge Economic Service. 
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Furnaces in 
Blast 
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BRITISH ‘TRADE | 
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650 
620 
486 
415 


337 
323 
317 
284 


Production 


(1) Returns issued by 


UNEMPLOYMENT 


lercent- Numbers 
age of on Live 
insured tegister 
persons 
unem- i's 
ployed omitted 
12°6 1,481 
14-6 1,678 
16°7 1,964 
18:7 2,200 
21-5 2,614 
20°9 2,532 
22°6 2,664 
21-9 2,756 
22-4 2,728 
22-0 2,701 
20°38 2,567 
21-4 2,652 
22-1 2,741 
22°3 2,747 
22-9 2,812 
23°1 2,860 
22°83 | 2,858 
21°9 | 2,747 
22-2 | 2/800 
i a 27723 
23-1 2,903 
22:8 | 2.857 


3 Total cles arings 3 (London 
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Thousands of 
Tons 
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621 
512 
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397 
429 
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362 
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BRITISH TRADE AND INDUSTRY—cont. 
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Table VI—cont. 




































































| EONS Tee iHtor | | MACHINERY COTTON WOOL 
 lccnvvesarcsatns: te —| : ’ . 
| | | Exports of Exports of | Raper of Exports of Exports of 
| Imports Exports Imports Exports | Yarns Piece Goods’ | ‘ops Wool and | Wool and 
! | | | Worsted | Worsted 
| | Yarns Tissues 
Thousands Thousands | £ £ | Millions of Millionsof | Millions Millions | Millions of 
of Tons of Tons thousands thousands | A Sq. Yds. of Lbs. of Lbs | 8q. Yds. 
| # | | } a 
| | | | 
| | | 
310 352 1,514 4,456 13-2 313-2 2-7 | 3°7 | 14°1 
234 268 1,699 3,861 | 11°5 217-0 2-4 3-0 7-0 
199 303 1,415 4,440 | 11-0 197-4 2°7 | 3°2 | 10-1 
264 264 1,499 4,128 | 11-7 150-3 | 3-1 | 3-6 | 8-7 
| | | | 
| | | | 
222 167 1,181 3,280 11°3 155-6 | 2-4 2°4 | 10-4 
193 188 1,216 | 2,843 10°8 135-2 | 28 | 24 | 5-0 
231 168 1,227 | 2,693 11°3 177-3 2°5 | 3°5 | 6-6 
276 159 1,698 | 2,792 | 12°8 143-1 2-6 4-0 6-7 
! { } 
| | 
| 170 167 925 2,701 16-4 179-9 | 3-4 3:4 8-5 
252 140 1,539 2,570 13°3 180°5 i 4-0 2°8 } 7-6 
130 166 868 2,651 13-9 202-6 | 4-0 2-7 } 6-6 
145 180 769 3,210 13-9 199-3 | 3°6 2-9 | 6°3 
144 151 965 2,450 12°7 201-0 2-4 2-9 | 5-6 
126 147 841 yf 10-1 184-7 2-4 3-1 6°3 
119 158 635 j | 9-5 | 198-3 2-4 3°7 | 7°6 
105 156 701 9-1 180-9 2:7 3°5 | 8-2 
107 127 600 10-0 177-4 3°3 3°0 | 6-3 
163 160 734 10-9 138-4 4°7 | 3:4 } 5-9 
58 170 840 9-9 159-2 4-1 3-1 | 5°5 
73 164 913 Ri -7 j 195°8 4°6 | 3°5 | 7°4 
69 149 721 1,955 | 10°6 197-3 3°3 2°8 | 8-4 
78 136 626 2,018 11:9 | 194°6 4-2 | 3-0 | 8°5 
the National Federation of Iron and Steel Manufacturers. 
Table VII COMMODITY PRICES 
i a 2 
j UNITED KINGDOM | U.S.A. GERMANY FRANCE ITALY 
ant ia — y ae iy piney | eas Cost of ls ri | a ag 
Wholesale | 1 | Wholesale | Wholesale| Living Wholesale! Cost of |Wholesale | Cost of 
ca a a Cost of | (Depart- Stutis- | (Statis- (Statis- | Living | Living 
Living | mentof tisches | tisches tique (Statis- | 
Board of “ Econ- (Ministry Labor) (Keichsamt! Reichs- | Générale) tique 
Trade omist” ‘of Labour) j amt) | Générale) 
July | | i9isis | | July (Jan.-July) 
1913 = 100 1918 =100 |1914 = 100 | 1913 = 100 1913 = 100| = 100 | 1918 = 169 | 1914 = 100 | 1913 = 100) 1914 = 1du 
} | (b) (db) 
1930 | | j | 
JANUARY 131-0 164 | 133°8 132-3 | 151-6 576 | 565 453 
APRIL 123-7 155 «| «129-9 126-7 147-4 548 572 429 
JULY .. 119-2 157 | 120°3 125-1 149-3 558 | 592 402 
OCTOBER 113-0 | 157 | 118-3 120-2 145°4 552 | «3597 387 
! | 
1931 (a) | 
JANUARY 106-9 91°3 152 112-8 115-2 140-4 576 362 
APRIL 105°7 90-0 147 107-2 113-7 137°2 5438 oss 353 
JULY .. 102-2 86-0 145 | 103-2 111-7 137-4 500 | 565 337 
OCTOBER 104°4 90-1 146 | 100-7 107-1 133-1 457 531 330 473 
} 
| 
1932 } 
JANUARY 105°8 90-0 147 | 96-4 100-0 “5 439 | 326 | 470 
FEBRUARY 105-3 92-2 146 | 95-0 99-8 3 446 534 323 470 
MARCH 104°6 88-5 144 94°6 99°8 “4 444 | 322 473 
APRIL 102-4 86-3 143 93°38 98-4 7 439 | 319 481 
MAY .. 100-7 83°3 142 92°3 97-2 op | 438 535 313 474 
JUNE.. 98-1 80-9 143 | 91°5 96-2 “4 425 | 304 472 
JULY .. 97-7 82-7 141 | 92:4 95-9 “5 430 | 300 | 465 
AUGUST wa 99-5 85-2 141 | 93-4 95-4 3 416 | 517 300 456 
SEPTEMBEK .. | 102-1 88-1 143 | 93-6 95-1 9-5 413 | 307 455 
OCTOBER 101-1 85°3 143 92-3 94°3 119-0 412 304 462 
NOVEMBER 101-1 85-7 143 91-5 93-9 118°8 413 > 516 302 465 
DECEMBER 101-0 84-1 142 | 89°7 | 92-4 | 118-4 413 |J 299 468 
| | | 
1933 | | | | 
JANUARY 100-3 84-2 141 | 87-4 91-0 117-4 411 | 296 
FEBRUARY 98-9 82-7 139 sat 91-2 116°9 404 ote 








1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 


eomparison, 
2 Gold index. 





(a) Revised index. 


(b) New index. 
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Some Lloyds Bank Branches 


By Professor C. H. Reilly 


‘T “HIS month I am able to illustrate six branch banks 
of Lloyds, all, it is thought, interesting and good 
architecturally. Out of how many they have been 

selected it would not be fair to say. 

Pride of place is given to Mr. Edward Maufe’s Muswell 
Hill branch. Mr. Maufe is the architect who has recently 
won the great competition for the new Guildford Cathedral 
on the Hog’s Back. He has done work at both the older 
universities and is well known and respected among 
architects for the way he has simplified and broadened 
out the motives of Georgian architecture for modern 
purposes. Anything he does commands interest and 
admiration. In many ways he is like the older school of 
modern Swedish architects, with whom, indeed, he has 
connections, in that he is attempting to build a new 
world on eighteenth-century foundations, rather than 
like the younger and more German school, on engineering 
and functional principles regardless altogether of tradi- 
tion. In Maufe’s work, however, there is none of the 
irritating prettiness which, in spite of the big scale they 
used, crept into the later eighteenth-century buildings in 
England under the gis of the Adam Brothers. 

For this Muswell Hill bank the architect has produced 
a large, three-storied square, brick block which might 
well at first sight be an eighteenth-century inn or big 
private house. It is strong and simple with plenty of 
plain wall space of good-looking brickwork. To contrast 
with the brick surfaces there is a hipped pantile roof 
unbroken by dormers and supported immediately under 
the eaves by a finely-moulded stone cornice. This 
cornice is echoed by a plain stone band above the ground 
floor which gives to the main mass something of the 
Palladian proportions, but without the use of an order. 
This cornice and band are stopped on the side by a 
squarely projecting mass of building running the full 
height at the foot of which is the arched entrance to the 
manager’s house and above that what is probably the 
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long window of his staircase. It is really the fine propor- 
tions of this plain projecting mass, with the interesting 
contrast of its little and its long windows above the low 
entrance arch, together with the fine spacing of the 
windows in the rest of this return flank, which I think 
make the design. The main front is rather overcrowded 





1ychitect Edward Matufe 
BRANCH AT MUSWELL HILL 


and is spoilt on the ground floor by the introduction of 
what looks like a large square-headed shop window along- 
side the arched windows to the bank proper. This latter 
impossibility from an architectural point of view is 
obviously not the architect’s fault. His clients must have 
instructed him to destroy his building in this particular 
way. The imposing of such an impossible condition is a 
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great pity in itself as well as waste of a good man like 
Maufe. Apart, however, from this blot there is something 
very English, masculine and unaffected about this 
rectangular mass of simple brick building on which both 
the architect and the bank are to be congratulated. 

As a contrast to Maufe’s eighteenth-century inn-like 
bank, let us take another bank also using the motives of 
the country inn, but of a smaller type. It is a charming 
little bank at Yarmouth. Isle of Wight, by F. S. Elgar, 
the bank’s own building inspector. Here we see as a 
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Architect F. S. Elgar 
BRANCH AT YARMOUTH, ISLE OF WIGHT 


centre feature the delightful overhanging bay window 
from which one gets such an interesting view up and down 
the village street as one shaves in the morning. It is 
backed up by small windows on either side with green 
shutters—windows which ought, perhaps, to have had 
wooden window bars, like those in the rest of the house, 
and not lead lights. Below is a range of three such 
windows to the bar parlour, also with shutters, and 

good columned Georgian doorway. The whole long, low 
structure has a good strong wooden cornice to hold it 
together, and a plain tiled roof, though the single chimney 














Architect T. Millwood Wilson 
THE DEPTFORD BRANCH 
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which breaks this is a little overcapped. Altogether this 
is a quiet, charming little building, very inviting in 
its welcoming appearance and well suited to a small 
country town; much more so, as far as one can judge 
from the photograph, than the real inn next door. 

Our next example is a small two-storied bank wedged 
in between a shop and another bank at Deptford. Here 





‘orbes & Tate 





Architects 
BRANCH AT ASHFORD, MIDDLESEX 


the architect’s problem must largely have been how to 

make his small building stand out between its bigger 
neighbours without making it speak too loudly for a 
bank. I think it will be admitted that Mr. Millwood 
Wilson has done this very well with his curvilinear, rather 
Dutch gable in the centre carrying a shield with the 
bank’s initials. It is a very graceful little feature which 
looks charming against the background of the pantile 
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roof behind it. The bank storey itself is very sensibly 
managed with banded brick pilasters, stone freize and 
cornice and good central door. The squareness and 
severity of this lower storey with its metal windows 
contrasts well, but not too strongly, with the more gay 
and domestic upper one with its wooden window sashes. 

The little one-storey branch at Ashford, in Middlesex, 
by Messrs. Forbes and Tate has all the refinement one 
expects from the members of this firm. Here is the 





Architect Horace Field 
BRANCH AT HARTLEY WINTNEY 


problem which is always recurring of a little one-storey 
bank on a corner site where the corner has had to be cut 
off to make a canted entrance. How can the resulting 
low, awkwardly-shaped mass be given any dignity? The 
answer is that it cannot, except by the artificial method 
of dressing it up in elegant clothes which will partially 
disguise the ungainly form beneath them. This is what 
Messrs. Forbes and Tate have done very skilfully. They 
have applied long, thin pilasters and an elegant entabla- 
ture and have inserted in the canted front a door with a 

















pediment ‘and side brackets, suc ich as Sir E dwin ‘Lutyens ens 
might use on one of his palaces. One looks at all this 
nice drawing and does not realize for the moment the 
deformed shape of the mass underneath. It was the best 
way out, but it was only a way out, not a solution in an 
architectural sense. As long as banks, like the public- 





Architects [Burnett & Sons 
BRANCH AT OXFORD STREET, SOUTHAMPTON 


houses of thirty years ago, demand these ungainly corner 
entrances they are lucky to get anything as good as this. 

The little branch at Hartley Wintney, by Mr. Horace 
Field, shows at once how much more can be done with an 
even smaller mass of building if it is of a simple rectangular 
shape with none of its corners bitten off. Here a straight- 
forward architectural pattern has been laid out which 
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focusses the interest properly and makes the whole 
building an obvious unity. Perhaps the detail of this 
bank is a little too insistent, but it is clear on comparing 
this tiny building with the much larger one at Ashford 
we have just been considering, which is the stronger 
and more masculine structure. 

Finally, I have chosen a two-storied stone branch in 
Oxford Street, Southampton, by Messrs. Burnett and 
Sons, architects, of that town, because it accepts the 
difficulties of a triangular site and externally, at any rate, 
makes a good thing of them if again with a little too 
much emphasis on the detail. The best thing perhaps in 
the design is the separation of the manager’s entrance by 
bringing forward a block on the flank, as Edward Maufe 
did at the Muswell Hill branch with which we started. 
By this means the architects have filled up in a natural 
way the wider portion of the triangle. 








